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PREFACE 

The purpose of this Toliune is to deeciibe the commerce of 
the United States in agricultural products, special attention 
being given to those phases of trade organization which have 
to do with the distribution of farm commodities from pro- 
ducer to consumer. Its scope is more fully outlined in Chap- 
ter I. It is especially designed to serve as a textbook for 
collies and universities, much of the information contained 
in it having been compiled for use in a course dealing with 
the Organization of American Commerce, which the author 
has conducted at the University of Pennsylvania since 1908. 

I desire to acknowledge with many thanks my obligations 
to the various state and federal government ofBcials and offi- 
cials of grain, cotton and other exchanges, elevator, insur- 
ance, grain dealing and other business concerns which have 
courteously provided me with forma and other information. 

I wish especially to thank Dr. Emory R. Johnson, Pro- 
fessor of Transportation and Commerce at the University of 
Pennsylvania, for reading the proof of the volume and offer- 
ing many valuable suggestions during the course of its prep- 
aration. I am also indebted to my brother, Dr. S. S. Hueb- 
ner. Professor of Insurance and Commerce, University of 
Pennsylvania, for suggestions concerning the chapters deal- 
ing with insurance and speculation, and to Mr. Kobert Riegel; 
Instructor in Insurance and Commerce, University of Penn- 
sylvania, for assistance in proofreading and for preparing 
the index. 

Qkovsr G. Hdebner. 
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AGRICULTURAL COMMERCE 

CHAPTER I 
INTBODUCTION: DEFINITIONS AND SCOPE 

Frodnetion and Bistiibntion ZKitii^aiahed. — la agricul- 
ture 08 in other industries production and commercial distri- 
bution, although closely interrelated, are essentially distinct 
proceasee. The former has reference to the grovth of the 
country's fann products; the latter to their sale and distrihu- 
tion from the grower to the conaumer. So clearly has this 
distinction been maintained in the farming industries that for 
many years the term "agriculture," in the absence of specific 
definition, was generally synonymous with agricultural "pro- 
duction." Gradually, however, it is being realized that agri- 
culture depends as much upon the successful commercial dia- 
tribntion of the crops as upon their successful production. 
Many growers confine their activities largely to the produc- 
tion of farm products; others, in addition, pay much atten- 
tion to the marketing of their crops; and there are many 
dealers, transportation agencies, warehousemen, and other 
trade interests engaged in the distribution of farm com- 
modities, whose activities are purely commercial. No matter 
by whom these services are performed, the production and the 
distribution of farm products are separate services and both 
are of unquestioned importance. 

In discussing the commerce in farm products it is not 
necessary to deal with soils, seed selection, planting, cultiva- 
tion, fertilizers, crop rotation, farm labor, production costs, 
crop pests and animal diseases, harvesting methods, feeding, 
livestock breeding, farm machinery, land rents and similar 
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phases of agriculture; for such matters constitute agricultaral 
production. They need to be mentioned only in bo far as they 
exert ao iudirect influence upon agricultural prices. Subse- 
quent chapters will be confined exclusively to the commercial 
phases of agriculture. 

Conuneroe Defined. — Various terms are almost indiscrim- 
inately applied to the distribution of products from producer 
to consumer. Some refer to it as "commercial distribution," 
some prefer "marketing," and others "commerce." Any of 
these terms readily lends itself to the following concise defini- 
tion of commerce: "Commerce consists of the exchange of 
commodities between separated localities — it is the agency by 
means of which consumer and producer are brought together. 
The process involves the sale and purchase of goods, their 
transmission from the seller to the buyer, and the settlement 
of business accounts." ' Whatever term is preferred in de- 
scribing the commercial phases of agriculture, it is essential 
to interpret its meaning broadly so as to exclude all those 
which are primarily related to the production or growth of 
farm products and to include all those which have to do with 
their distribution from grower to consumer. 

Study of Commerce in AgricDltnral Frodnots Snbdirided. 
— In order to facilitate discussion the study of the commerce 
in farm products may be subdivided as follows : 

1. The geographical location of producing districts, in- 
cluding a statement of the volume and value of crops pro- 
duced and the proportion reaching the country's markets. 

2. Tho location and classification of different types of 
agricultural markets, competition within and between mar- 
kets, and market conditions or influences. 

3. The trade organization or methods of purchase and 
sale, including a description of (a) the various kinds or 
groups of buyers and sellers, (b) their methods of buying and 
selling, (c) the organization and functions of exchanges, (d) 
tho uses and workings of warehouses, elevators, yards or mar- 
ket-places where farm products may be stored or marketed, 
and (e) cooperative trade activities of growers. 

' E. B, jDhnwn: American Bailwoy Transportation, p. i. 
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4. The transportation or shipping organization, includ- 
ing the hauling of farm products from farm to local market or 
shipping point, and their transportation from local points to 
more distant domestic and foreign markets, over rail and 
water transportation routes. 

5. The inspection, classificatioa and grading ot farm 
producte. 

6. The control or regulation of commercial distribution by 
public authorities and by organized exchanges, boards of trade 
or other commercial bodies. 

7. The relationship between speculation and the trade in 
farm commodities, 

8. The collection and dissemination of trade information. 

9. Local wholesale and retail agricultural prices, price 
factors or influences, and methods of determining and quoting 
prices. 

10. The cost incurred in the commercial distribution of 
agricultural crops. 

11. The relationship between insurance and the com- 
merce in farm commodities. 

12. The financing of the agricultural crops. 

The transportation or shipping service mentioned above 
is one of the most importjint parts of the entire machinery of 
commerce as a whole, but as it hns been described elsewhere 
in great detail,* it is not intended to discuss in this volume 
the methods of making freight rates, general transportation 
services, or transportation as an industry. It is es-sential, 
however, to include various phases of transportation, such as 
the relation of freight charges to marketing costs, trade 
profits, and prices ; rail and water routes for particular crops; 

•See CBpecially E. B. .Tohnson and G. G. Huebnpr: Railroad 
Traffic and Eates (1011) ; E. B. Johnson; American Railway Trans- 
portAtioQ (1908); W. Z. Bipley: Railroad Rates and Regulation 
(1912); Logan McPhereon: BailroaJ Freight Hatea (1909); W. A. 
Trintpe: Freight Claims (1913); J. F. Morton: Routing Freight 
ShipmeDts (1913); E. R. Densnup: Frcit^lit ClasBification (1913); 
E. R. JohDson; Ocean and Inland Water Transportation (1906); 
B. O. Hough; Ocean Traffic and Trade (1914) ; and House Commit- 
tee on th« Merchant Marine and Fisheries. Steamaiiip Agreements 
■Bd AfllliaUonB, Vol. iv (1914). 
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in-tranBit, Teconaignment or diversion privileges; specialized 
equipment; various special transportation services and prac- 
tices; and the costs of hauling the crop from the farms to 
local markets or shipping pointe. 

Plan of Treatment — A certain degree of uniformity pre- 
vails throughout the commercial distribution of the various 
crops, thus facilitating the general description of many of 
the above-mentioned subdivisions. In some respects, however, 
there is such wide divergence in practice that -the detailed 
study of commerce in selected commodities becomes essential. 
Various phases of commercial distribution are discussed in 
subsequent chapters, for the agricultural crops as a whole, 
while at the same time special chapters contain descriptions of 
the commerce in the cereals and in cotton, livestock, wool, leaf 
tobacco, and fruit. These particular crops were selected be- 
cause of their great volume and because they are of special 
importance from the standpoint of trade methods or com- 
mercial organization. 

The country's crops of hay and forage, farm dairy products 
and eggs likewise have a huge money value, but they are less 
typical of agricultural trade methods because a large propor- 
tion of these groups is retained for consumption on the farms, 
a smaller share reaches the great wholesale markets for system- 
atic organized distribution, and the huge local trade in them 
does not require detailed description. Vegetables are also an 
agricultural crop of vast importance, but the manner in which 
the commerce in most of them is conducted is so like that 
which prevails iu the fruit trade that separate description of 
both is scarcely warranted in a volume of limited space.' 
Dressed meat and meat products produced on the farms, aa 
distinguished from livestock, require but brief mention, for 
most of them are either consumed on the farms or are sold 
in nearby markets for local consumption. 

O^ieral Clasaifioation of Agricvltuial Crops. — Although 
the commerce in farm products is directly concerned only with 
those which actually reach the agricultural markets, it is indi- 
rectly concerned with the total crops annually produced. The 

*Tbe Marketing of Fruit, chap. li. 
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entiTe volume of the ««i*Uy*B crope cannot be aUted in a 
Bin^le aggregate because they comprise a. wide rariety of prod- 
QCtH which are not measured by a common unit or standard. 
It ia also di(!)cult to estimate accurately their entire net valoe. 
So much grain, for example, is fed to livestock and poultry 
that an addition of the values of grains, livestock on farms, 
country dairy products and eggs would merely result in a 
gross value containing flagrant duplications. The United 
States Census Office in its latest report has attempted 
no statement of an aggregate net volume or value, but 
confined its returns to a separate description of three lead- 
ing groups of farm products. A brief review of the latest 
census returns will serve as a general measure of the vast- 
ness of the agricultural trades. Official statistics showing the 
value and volume of most of the country's crops are available 
for later years and many are presented in subsequent chapters, 
but complete returns including all farm commodities are not 
currently compiled.' 

1. The Primary Crops. — The term "crops" aa used in the 
census returns includes only the cereals, hay and forage, cot- 
ton, leaf tobacco, vegetables, fruits and other commodities in- 
cluded in Table No- I- These products are often referred to 
as the "primary crops," because they are fundamental and 
constitute the basis for most of the remainuiJC |(COp, 'products. 
The value of all the primary crops of the:U;ttited ^tete» in the 
census year 1909 was reported to be .«6,48r.,000^)00— a per 
capita value of nearly $G0. Their total value was 83.1 per. 
cent, in excess of what it had been a decade earlier, .but this 
was due mainly to an increase of G6.4 per cent, in their aver- 
age price. On the basis of the prices which ruled in 1899 the 
value of these crops in 1909 would have been but 10 per cent, 
higbcr than it was a decade earlier, and this represents the ^ 
real advance in primary crop production.' 

■Sm U. S. Department of Agriculture, Year Books (1910-1S12): 
U. 8. Bureau of Crop GatiinateB (Formerly Bureau of atatisfka), 
Fannen' Bulletins Nos. STO, 573, 584, S29, 651, 665^ U. S. Cenans 
Office Bulletins Nos. 125, 128. 

■ Thirteenth U. S. Census, Agriculture, vol. v, p. 536. 
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TABLE I 
Total Talox of Pkikaht Aoricuivtukal Chops* 



Cn^ 


1909 


1899 


Per Cent. 
IncreaBe 




$2,665,539,714 

824.696,287 
824,004,877 
418,110,154 
222,024,216 
195,306,283 
104,302,836 
97,536,085 
61,648,942 
34,872,329 
21,050,822 

18,068,658 


$1,482,603,049 
370,708,746 
484,254,703 
238,531,761 
133,048,721 
109,864,774 
56,987,902 
51,626,538 
32,604,689 
18,758,864 
10,123,873 

9,590,792 






122.5 








66-9 


Forest producta of farms. . 


77.8 


Minor grains and seedB. . . 


88.9 


Flowers and plants 

Nursary products 

Other minor crops (hemp, 


85.9 
107.9 

SS.4 








15,487.161,233 


S2,998,704,412 









• (TUrtssnth V. B. Cennw 1910, Acrieultun, vol. v, p. S32.) 

The value of the primary crops in different parts of the United 
States is graphically shown in Map No. I. 

A large proportion of many of these crops enters the com- 
merce of the United States, not directly, but indirectly in the 
form of cattle, sheep, hogs, horses, and other farm animals; 
and poultry, eggs, country butter, milk, cream, and otlier 
country dairy products. A portion is also retained locally for 
final consumption and for seed. In 1914, for example, 39.3 
per cent, of the wheat crop was not shipped out of the coun- 
ties in which it was grown and similar proportions for other 
leading primary crops were as follows: corn 81.4 per cent., 
oats 80.6 per cent., and barley 54.9 per cent. Corn, oats, bar- 
ley and hay are commonly known as the "feed crops" and the 
United States Bureau of Crop Estimates has stated that dur- 
ing the five years ending in 1914, 85.6, 72, 47 and 83 per 
cent, respectively were used on farms for food and seed pur- 
poseu.* Id the case of some primary crops, however, such as 
cotton and leaf tobacco, but little is retained locally, the 
I, No. 629, p. S. 
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amouDt entering the channel of commerce being almost equal 
to the total crop prodaced. 

2. Livestock on Farms.- — A seoMid'liroup of agricultural 
products consists of "livestock on farms," the total value of 
which on April 15, 1910, was placed at $4,925,000,000.' 
Horses valued at over two billion dollars constituted the larg- 
est item in this huge aggregate, yet they are usually of leas 
importance in the livestock markets than the meat-producing 
animals because vast numbers of them are raised for use on 
the farms rather than for sale in distant markets. Many 
horses and also mules are sold in the livestock markets 
throughout the United States but the commerce in liveetock 
is principally dependent upon beef cattle, hogs and sheep.' 
The total value of all the domestic animals sold during the 
census year 1909, exclusive of those slaughtered on farms, was 
$1,563,000,000. The census returns also include poultry, the 
value of fowls on the country's farms on April 15, 1910, being 
placed at $154,663,000 and the value of the total number 
raised in the census year 1909 at $202,506,000. Livestock on 
farms constitutes mainly a secondary agricultural crop for it 
is in a large measure dependent upon the primary crops for 
its food supply. The geographical distribution of its total 
value is graphically shown in Map No. II. 

S. Animal Products Produced on Farms. — A third im- 
portant group of agricultural crops — also secondary — consists 
of livestock products produced on farms. The total annual 
value of the country's dairy products exdusivc of milk and 
cream consumed on the farms exceeds $600,000,000. Their 
combined value in the census year 1909 was reported to be 
$596,413,000, including milk gales to the extent of $352,- 
400,000, country butter valued at $222,800,000, butter fat in 
terms of which much milk and cream are sold to cheese and 
butter factories amounting to $82,300,000, sales of cream 
amounting to $32,600,000 and smaller amounts of country- 
made cheese,' Butter, cheese and condensed milk valued at 

■Thirteenth U. S. Census, Agriculture, vol. v, p. 327. 

•See chaps, viii, is. 

' Thirteenth U. U. CeasuH, Agriculture, vol. v, p. 474. 
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$274,500,000, moreover, were produced in factories, but such 
dairy products are virtually manufactures and are marketed 
differently from agricultural products. Other livestock prod- 
ucts of great importance in the commerce of the United States 
are eggs, which were in the census year 1909 valued at 
$306,689,000, meat animals slaughtered on farms valued at 
$870,239,000, wool and mohair at $66,374,000, and honey and 
wax at nearly $6,000,000. 

Foreign Commerce in Parm Products. — While the com- 
merce in American farm products is mainly domestic they also 
constitute the basis for a huge export trade, and although the 
United States is the world's leading agricultural country, 
astound ingty large quantities of farm products are imported 
from abroad. In 1913 the agricultural exports of the 
United States, including prepared foodstuffs derived from 
farm products, were valued at $1,123,000,000, and agricul- 
tural commodities valued at $815,000,000 were imported from 
foreign countries. Few phases of the commerce in the agri- 
cultural crops are of greater interest than the developments 
which are taking place in the country's international trade.* 
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CHAPTER II 

CHiABSIITCATION OF AGRICDLTUBAL HABEETS AKD 
HABEETING PB0CEB8ES 

The number of trade interests engaged in the distribution 
of the agricultural crops of the United States is so large, their 
marketing conditions so diverse, and the area throughout 
which they are produced and distributed so extensive that no 
all-inclusive system of agricultural markets and of trade or- 
ganization has been universally adopted. Yet the various 
agricultural trades have much in common, and, subject to 
certain exceptions, a general system of markets and general 
marketing processes are traceable. 



ClABSIFIOATION of AORIOOLTUBAL MaBSBXS 

In their flow from grower to consumer, agricultural com- 
modities usually pass through one or more of four types of 
markets: (1) the growers' local market, (2) the central whole- 
sale market, (3) the secondary wholesale market, and (4) the 
retail market. In many instances commodities pass through 
the entire system or chain of markets while in others the dis- 
tribution is more direct. 

The actual markets of these various typos are located at 
different points, and some arc important general markets for 
many crops while others are of special importance in the mar- 
keting of but a single farm commodity. The principal mar- 
kets for numerous farm products will be described later in 
dealing with the trade in particular crops. 

Orowen' Local Harkett. — Although the growers of agri- 
cultural products frequently ship their crops direct to large 
central markets, so many sell to local buyers that thousands of 
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local markets have sprung up throughout the farming dis- 
tricts. These markets are the places of business of vast num- 
bers of local dealers of many types who stand between the 
farmers and the primary and secondary markets, and also of 
numerous local retailers and consumers who purchase for 
local consumption. They are the homes of thousands of local 
grain Aerators, warehouses, cotton gins, cotton yards, stock- 
yards, fruit, produce and leaf tobacco packing houses, stores 
and other local mercantile establishments. 

The functions of the growers* local markets vary with the 
nature of the commodity handled, whether the article is pur- 
chased for shipment to outside markets or for local consump- 
tion. They also vary with local trade conditions, but may be 
generally sununarized as follows: 

1. Growers' local markets are a medium for gathering or 
collecting large quantities of farm products from the pro- 
ducers. 

2. They provide convenient, nearby wliolesalc markets 
for growers who do not desire or are unable to ship direct to 
the larger outside markets. 

3. They facilitate shipment to outside markets by pro- 
viding the necessary elevation and loading facilities and con- 
centrating purchases until carload lots are obtained. 

4. They frequently serve as temporary storage places. 

6. They facilitate the initial grading, inspection, weigh- 
ing, packing or other preparation of many farm products 
before they arrive at the central markets. 

6. In some instances they serve as local retail markets 
for growers who are frequently able to sell a portion of tlieir 
crops to local retailers and consumcre. 

Central Wholesale Karketi. — One of the diRlinguishing 
features of the agricultural trade organization is tlmt a large 
portion of the country's crops is concentrated in great central 
markets before it is finally sold for consumption. There 
are three principal groups of such markets: (1) the central 
markets of the interior which are variously known as "pri- 
mary markets," "interior points of concentration," interior 
vholeBale markets, etc; (2) the "seaboard markets" of the 
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Atlantic, Gulf and Pacific eeaboards; and (3) the foreign 
central markets to which most agricultural exports are shipped 
for distribution throughout foreign countries. The difference 
between these central wholesale markets is sometimes merely 
a geographical one, but farm products frequently pass through 
or become the basis for trade in both an interior and seaboard 
market before they are finally disposed of, and agricultural 
exports may pass through the entire threefold chain of central 
markets. 

These central markets are equipped with large terminal 
elevators and warehouses, exchanges, auction rooms, livestock 
yards, rail and water transportation facilities, inspection 
rooms, banking facilities, and all equipment needed for the 
storage, preparation, handling, purcliase and sale, insurance, 
shipment and financing of large quantities of farm products. 
Commissionmen, brokers, auctioneers, wholesale dealers or 
jobbers, central distributors, contractors, exporters, importers, 
speculators, elevator and warehousemen, bankers, insurance 
men, ship brokers, inspectors, weighers, freight forwarders, 
trucking agencies and other commercial interests are engaged 
in the wholesale trade which is conducted in these markets. 
Many of them are, furthermore, equipped with numerous re- 
tail establishments and with flour mills, cotton or woolen mills, 
malt houses, meat packing plants, tobacco factories, or other 
consumers of farm prod acta who depend upon the central 
wholesale markcta as a direct source of supply. 

The functions of the central markets for farm products 
vary in detail but may be generally summarized as follows : 

1. They concentrate enormous quantities of American 
and in some cases of imported foreign agricultural products 
into a limited number of markets. 

8. They provide continuous cash markets where such con- 
centrated farm products are purchased and sold, in many in- 
stances, in accordance with established trade rules. 

3. They provide extraordinary facilities for long-time as 
well as temporary public and private storage of farm products. 

4. They expedite the cleaning, scouring, mixing, sorting 
and preparation of commodities which do not arrive in ap- 
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proTed market condition or such as may yield increased profits 
as a result of such handling. 

5. They greatly facilitate the sampling, handling, in- 
spection, grading, weighing, or other similar trade services 
incident to the oi^nized sale of farm products. 

6. They hasten the collection and dissemination of trade 
information. 

7. They facilitate the shipment and distribution of farm 
products to secondary wholesale and to retail markets as they 
are currently needed. 

8. The central markets facilitate the establishment of 
nation-wide, and in some eases of world-wide, prices for many 
of the principal farm products — indeed it is at these markets 
that the wholesale prices of farm products, which underlie 
both growers' and retail prices, are determined. 

9. They promote speculation in farm products and tend 
to confine it to established rules. In the cotton and grain 
trades organized speculation dependent upon the purchase and 
sale of future contracts on some of the eschanges has become 
of widespread importance.' 

10. Although the central markets arc primarily wholesale 
distributing centers many are also centers of consumption, 
having a large population requiring agricultural foods and 
numerous industries dependent upon agriculture for their 



Secondary Wholesale Markets. — There are many large 
and small markets where farm products are purchased in 
wholesale lots but which differ widely from the central whole- 
eale markets in that they are primarily centers of consump- 
tion rather than shipping and distributing, price-making, 
jading, concentrating or speculative markets. They do not 
regularly perform any of the ten central market functions 
enumerated above except the last-named. 

Such markets may be called secondary wholesale markets, 
for although they at times obtain part of their supply of 
farm products direct from the growers' local markets, they 
are mainly supplied from the great central markets. All the 

' For Jiaea of organized speculation tee cliap. vii. 
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cities and communities located throughont the United States 
and in many foreign countries to which the central markets 
ship farm products in wholesale lots to be consumed in flour 
and textile mills, cereal manufacturing plants, tobacco fac- 
tories, meat-packing and slaughtering establJBhments, malt 
houses, etc., or to be distributed by local wholesale and retail 
houses for final consumption, are markets of this kind. 

Retail Harkets. — Some of the principal farm etapfes such 
as wheat, rye and barley — except for feed purposes — cotton, 
leaf tobacco, meat animals and wool, arc not regularly retailed 
in their crude condition. They are more commonly retailed 
after having been converted into manufactured or prepared 
wares such as flour and feed, malt, breakfast cereals, bakery 
products, textiles, tobacco manufactures, meat and meat prod- 
ucts, tlie marketing organization of which differs widely from 
that which has been developed in the agricultural trades. 
Other farm products, however, such as fruits and produce, 
eggs, oats, corn, hay, straw, milk and country butter, are 
more generally retailed, and retail markets for them have 
consequently been developed. 

The retail markets in many cases overlap all the other 
types of markets geographically, for farmers may often retail 
a portion of their crops directly in their local markets, and 
wholesale concerns sometimes conduct a retail as well as a 
wholesale distributing business. The retail markets, however, 
are provided primarily by that multitude of small and large 
retail dealers who purchase farm producis in the wholesale 
markets or from the growers a»d distribute them to the con- 
sumers in relatively small lots. 



Classipicatiox op Marketing Processes 

The trade interests which purchase and sell farm com- 
modities in the various types of agricultural markets outlined 
above — ^growers, local buyers, ccnlrnl market dealers, secon- 
dary wholesalers, retailers and consumers — pursue different 
methods, but there is sufficient similarity between the various 
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agricultural trades to permit of a general description' of their 
marketing organization. 

Orowers' Sales. — The producers of farm products usually 
sell their crops either in their local markets or in the central 
wholesale markets. In the former case they may sell to local 
buyers who resell in the central markets, or to local retailers 
or consumers for local consumption. Thus grain growers may 
• sell to local dealers of various kinds who operate country ele- 
vators and warehouses, cotton growers to country merchants or 
agents of exporting and brokerage companies, stockmen to 
local livestock dealers, wool growers to local wool dealers and 
agents of central wool dealers or of distant woolen mills, and 
fruit and produce growers to local shippers, distributors, 
brokers, or agents of wholesale jobbers or ^line houses.'' Or 
should they sell for local consumption they may deal directly 
with local feed and seed dealers, local flour and grist mills, 
local textile mills, local butchers, local grocery stores, and 
nearby canneries and manufacturers of prepared fruit prod- 
ucts, or to local consumers of fresh fruit and vegetables. 

Those growers who sell in the central wholesale markets 
may either consign their crops to central conmiissionmen, 
brokers, distributors or auction companies, or they may sell 
through their own terminal salesmen. The former or con- 
signment trade exceeds the latter in volume, for only a lim- 
ited number of large growers or growers' associations have 
established direct salesmen in distant central markets. Grow- 
ers sometimes ship direct to distant secondary wholesale or 
retail markets but their local and central market sales are of 
predominant importance. 

Growers' sales may be further classified according to 
whether they are made individually or through cooperative 
associations. The larger number of growers sell individually 
but the rapid growth of cooperative associations has become 
one of the features of the agricultural trades. The amazing 
number of cooperative country grain-elevator companies, cot- 
ton growers' unions and warehouse companies, livestock and 
wool-shipping associations, cooperative wool warehouse con- 
cerns^ fruit and produce growers' associations, and leal tob^^cocs 
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aBBociations which have been organized in various parts of 
the United States, are more fully described in later chapters. 
Cooperative marketing is also conducted through a multitude 
of general cooperative stores, cooperative creameries and 
cheese factories, and cooperative potato, poultry and egg ship- 
ping associations. The larger number of growers' associations 
are local concerns which displace or compete with local dealers 
and buyers, and ship to the central markets on consignment) * 
but a growing number have taken an additional step in the 
marketing organization by establishing salesmen, agents or 
brokers at the central markets with a view to obtaining maxi- 
mum profits and eliminating terminal commissionmcn. Soma 
cooperative associations do not actually market the crops of 
their members but exert an influence on individual sales by 
providing trade information, establishing general trade ruleS] 
facilitating loans, inspection, packing and grading, recom- 
mending standard minimum prices, diversified crops and 
storage, or in other ways more fully described in connec- 
tion with particular crops. 

Growers' sales differ also as to whether they are made at 
the current prices ruling in the local or central markets or at 
contract prices. The former practice, which is the more com- 
mon, constitutes a spot eale ; the latter a future contract trans- 
action. In many cases when a grower contracts to deliver his 
entire crop or specified quantities of potatoes or other vege- 
tables, eggs, milk, wool, leaf tobacco, sugar beets or other 
products at agreed prices, he is "selling short" a crop which 
has not as yet been harvested. 

When selling his products in the central markets, the 
grower's sales may vary according to the place and manner 
of delivery, (1) The grower may sell products "to arrive," 
that is before they have actually arrived at the central market, 
with the understanding that they will be inspected, graded 
and weighed upon arrival and that final settlement shall be 
deferred until such time. (2) He may sell them after their 
arrival but while they are still in freight cars or vessels, such 
sales being variously known as "on track," "in car" or by 
other terms understood in the trade. (3) He may have hiei 
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piodacts stored in elevators or varebouees to be sold at a 
later date, in which caee the transaction is known as au 
"in store" sale. Livestock is similarly sold at the central 
stockyards after the animals have been unloaded from the 
stock cars, although in this case the seller's purpose is not 
that of storage. 

Shipment to the central markets may also differ as to 
whether the price paid includes or excludes shipping costs. 
"F. o. b." transactions require the delivery of the commodi- 
ties free on board at the local or other agreed shipping point, 
the freight charges and other shipping costs Ixiyond to be paid 
by the purchaser. "C. i. f." {cost, insurance and freight) 
transactions on the contrary call for net prices, the seller 
agreeing to pay the freight charges and insurance costs. 

Local Sixers' Sales. — -Farm products purchased from the 
grower by local consumers or by dealers wlio resell tliem for 
local consumption are essentially simple and require no special 
description. Those which are purchased by local dealers for 
shipment to central markets are disposed of in any of the 
various ways pursued by growers who sell in the central mar- 
kets. The practice of selling without the assistance of central 
commissionmen is, however, more common among local dealers 
than among growers. A larger number have terminal aales- 
men or have standing contracts with central dealers. Many 
local buyers, moreover, are merely the local salaried agents of 
large central dealers or manufacturers who instruct them 
where to ship their purchases and arrange for the resale or dis- 
position of all shipments. Some local dealers, likewise, act as 
local conmiission agents or brokers for central market buyers, 
receiving a commission or brokerage fee on al! fruit, wool or 
other farm products purchased on account of their principals, 
but having no voice in their resale at the central marketa. 

Central K&rket Trade Organization.— One of the chief 
characteristics of the trade in agricultural products is its in- 
directness aa compared with the trade in manufactures and 
other commodities. A large share of the country's farm crops 
before they reach the consumer pass through central market 
exchanges, the sales of which are made indirectly through 
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authorized exchange brokers, instead of passing directly from 
seller to purchaser. 

The priDcipal method of marketing farm products at the ' 
central markets, therefore, is by sale on organized produce ex- 
changes variously known as boards of trade, chambers of 
commerce, bourses or exchanges. Some of them are general 
exchanges on which many kinds of farm products and even 
noE-agri cultural commoditieB are sold, while others consti- 
tute special markets for but one or at most a small number of 
articles. Many of the grain exchanges, such as the Chicago 
Board of Trade and the New York Produce Exchange, are 
examples of general exchanges, while most of the cotton, to- 
bacco, wool, livestock, milk and dairy produce exchanges are 
special exchanges. Protluce exchanges may also be divided 
into spot or cash and speculative or future markets, the mem- 
bers of the former confining their activities to the purchase 
and sale of spot produce for current delivery while the latter 
in addition deal in future contracts which call for delivery 
at some future time, and, as is more fully described in a later 
chapter,' are frequently fulfilled witliout the delivery of 
actual farm products. 

The spot or cash transactions made through exchange 
members are most commonly conducted on the basis of sam- 
ples selected by authorized samplers and exhibited on the floor 
of the exchange. They may also be made on a basis of duly 
established grades or standards, upon a combination of both 
samples and grades, or the commodities in their entirety may 
be exhibited in authorized yards or warehouses as is the gen- 
eral practice in the sale of livestock and to some extent in tlie 
sale of leaf tobacco, wool, fruit and vegetables. 

The farm products concentrated in a given central market 
are mainly disposed of on the cxphango located in that par- 
ticular center, but may also be sold on exchanges located else- 
where. Large quantities of grain held by the dealers of the 
primary grain markets of the West, for example, are sold 
through brokers on the seaboard grain exchanges on the basis 
of authorized samples. 

■ See chap, vii, p. 140, 
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The '^taie" traimctioiis made on the speoulatire ex- 
change are baf«d upon screed standard or basis grades of • 
gitea commoditr, the lerms of the future coQiract and of the 
exchange rules specifyiDg what grades may be delivered and 
bow price differences shall be settled should other than the 
basis grade be delivered when the contract matures. Three 
principal groups of trade interests deal in "futures": (1) 
merchants, exporters or other dealers millers and spin- 
ners who desire to eliminate or retluce the speoulatire risks 
resulting from fluctuHtiou^ in the price of grain, cotton or 
mill products which they have on hand or have privately con- 
tracted to deliver or accept, frequently sell of purchase futures 
to hedge their spot transactions; * (2) speculators who deal in 
future contracts with a view to obtaining profits from fluc- 
tuations in future prices; (3) flour millers and cotton spin- 
ners who sometimes purchase future contracts on the ex- 
changes and require the delivery of grain or cotton upon ma- 
turity, but the use of futures for this purpose has been limited 
because the seller may usually deliver any one or more of a 
number of different grades. 

Farm products are at times sold at auction sales. It is in 
some cases difficult to clearly distinguish between exchange 
and auction markets, but the distinguishing feature of the 
latter is that tlic sales on them arc made through one or a 
limited number of auctioneers who offer the auctioned prod- 
ucts directly to the highest bidders who may or may not be 
members of an established trade organization, while the sales 
on the exchanges are the result of bids and offers between any 
of a large number of exchange members who act for them- 
selves or as brokers for their customers. 

The auction sales in the large central fruit and vegetable 
markets are especially common and are typical. They are 
conducted through auction companies which exhibit samples 
of fruit or produce owned by them or placed in their care by 
growers, local shippers, importers, conimissionmcn, central 
dealers or others and sell them through auctioneers to the 
highest bidders. The leaf tobacco auction sales of the South 

^Hedging is described in chap, vii, p. 156. 
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are also important, but instead of being controlled by special 
auction companies, are conducted on the floors of public to- 
bacco warehouses and usually in accordance with trade regula- 
tions imposed by tobacco exchanges or public authority. 

ATany farm products are, also, sold privately in the central 
markets. Central commissioDmen, brokerB, distributors, 
wholesale dealers or jobbers, contractors, exporters, importers, 
etc., frequently deal directly with local shippers or growers, 
with each other, with flour and textile mills, malt houses or 
other consumers, or with secondary wholesale and retail es- 
tablishments. Such private transactions, as in the case of 
exchange sales, may call either for immediate or future deliv- 
ery. Private fnture contracts, however, usually provide for 
the delivery of a particular grade or quality of produce at a 
specified date and at a designated place which may be located 
anywhere in the world. They are cash contracts which diifer 
in detail and are made by persons who intend to demand or 
make actual delivery. A relatively small number of large 
cities have established wholesale municipal markets where ag- 
ricultural foods may be distributed through private or auction 
sales. 

Seoondary Wholesale Karket TranB&ctions. — Secondary 
wholesale markets ordinarily do not contain organized ex- 
changes, the wholesale buyers in them purchasing their sup- 
plies of farm products in the central markets, from local deal- 
ers or growers in the local markets, or from salesmen or 
brokers who canvass the secondary markets for central dealers 
or distributors. When purchasing in the central markets any 
of the trade methods there available may he pursued. 

The wholesale purchasers of the secondary markets are ot 
three principal types: (1) industrial concerns such as flour 
mills, cotton or woolen mills, meat-packing and slaughtering 
plants, malt houses and tobacco factories, which purchase in 
wholesale lots for consumption ; (2) wholesale dealers in prod- 
ucts such as fruit and vegetables, dairy products, hay, straw 
and oats, who purchase to resell either to retailers or con- 
sumers; and (3) retail stores purchasing in wholesale quanti- 
ties for resale in smaller lots to c 
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Betail Sales. — Such farm products as are retailed to con- 
sumeTB are also handled through three main channels : 

1. A large group of general and special retail dealers, in- 
duding general retail grocers operating individually, in 
chains^ or as members of retail associations ; special fruit and 
produce retailers; delicatessen retailers; hucksters and ven- 
dors ; milk dealers or contractors ; retailers of dairy products ; 
and grain, hay, straw and feed dealers. 

2. General and special wholesale dealers who conduct a 
retail as well as a wholesale business. 

3. Growers or producers, especially those located near the 
retail markets, who sell directly to the consumers. 

Retailers of farm products, other than those who are grow- 
ers or producers, obtain their supplies either from nearby 
wholesale dealers or from any of the various sources which 
supply the wholesale trade. Their retail sales are made di- 
rectly to consumers in numerous ways. They sell (1) cur- 
rently at private retail stores or other established private 
places of business; (2) currently at the consumers' premises 
as is the custom of hucksters and vendors of fruit and vege- 
tables and of such retail stores as daily send solicitors to the 
consumers or use their delivery service for soliciting purposes ; 
(3) by obtaining a permanent order or agreement to deliver 
specified quantities of milk or other products until notified 
to the contrary; and (4) at public or municipal markets. 

Growers or producers likewise retail chiefly in the four 
ways mentioned in the preceding paragraph. Their perma- 
nent retail stores, however, are relatively of least importance, 
consisting mainly of general cooperative stores, most of which 
are organized primarily to purchase groceries and general mer- 
chandise and for the profit anticipated from the sale of such 
wares to oufaide customers rather than as important means 
for selling farm products. Growers retail mainly at the con- 
sumers' premises, either currently or on the basis of standing 
orders^ and in municipal markets. Livestock is frequently 
retailed at open markets known as "cattle fairs,'' ^Tiorse mar- 
ketS)^ etc., where livestock may on agreed days be sold pri- 
vately or at retail auctions. Small quantities of eggs, fruits 
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and produce have been retailed through the medium of ex- 
press companies and the parcels post service. 

Kuoicipal markets for the sale of vegetables, fruit, eggs, 
butter, poultry and other farm produce and foodstuffs by 
growers and dealers have been established in most large and 
in many smaller cities. Some of them are open-air or curb- 
stone markets and others covered or inclosed markets. Most 
of them are strictly retail mariieta while others are used both 
for wholesale and retail selling. Some are operated free of 
charge while others require growers and dealers to pay a 
license fee or an annual, monthly, weekly or daily rental. 
The sales in these markets, moreover, may be made from wag- 
ons and trucks or from fixed stands, and they may or may not 
be subjected to public inspection. The establishment of mu- 
nicipal retail markets for growers has been facilitated by the 
rise of the freight trolley, motor truck, parcels post, local 
water transportation and railroad "market shipment" ser- 
vicea. 

There is at present much agitation in favor of establishing 
a larger number of municipal markets in the larger cities. 
There are also some who desire the establishment of largo 
wholesale or terminal municipal markets where farm products 
of many kinds received from distant as well as from nearby 
growers could be properly inspected upon arrival and either 
retailed in small lota by the growers or distributed to retail 
dealers and large consumers in wholesale lots, privately or at 
auction sales conducted by bonded municipal auctioneers. 

Commmen' ForchaseB. —As the growers of farm products 
stand at one extreme of the agricultural trade organization so 
the consumers stand at the other. Consumers may purchase 
in any of the various groups of markets, and at any step in the 
trade, machinery provided for the purchase and sale of farm 
commodities. Some of them purchase directly from the farm- 
ers or from local market dealers, some purchase in the central 
markets from any of the wholesale trade interests located there 
or in the secondary wholesale markets from wholesale dealers 
stationed at such points, and others obtain farm products from 
agricultural retail dealers. The description of the agricul- 
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tnral tr&de organization may begin either vith the growers or 
the cooGumers and since the former method facilitates diacus- 
sion and obviates undue repetition it has been adopted in 
this and succeeding chapters. 

The increased cost of foodstuffs has in recent years en- 
couraged the formation of "couauniers' leagues" or associa- 
tions which in most instances endeavor to instill publicity 
into the marketing organization and to instruct consumers 
how to purchase, although they sometimes in order to reduce 
retail prices undertake the purchase and resale of agricultural 
foods. Cooperative consumers' retail stores have also been 
organized in a few cities. 



ExPOETINO AND IMPORTING METHODS 

Agricultural Export Hethoda. — Many trade interests are 
engaged in the exportation of American farm products, and as 
will be shown in subsequent chapters the methods of exporting 
are not uniform. Most of the various kinds of agricultural 
exporting concerns may, however, be divided into three prin- 
cipal groups : 

1. American Exporting Concerns. — American exporters 
who handle farm products on their own account may be either 
general or special, the former shipping a variety of commodi- 
ties, and the latter one or at most a small number of farm 
products. Most of them are specialized, and many are en- 
gaged in domestic as well as in foreign commerce. Thus, 
much grain is exported by terminal grain-elevator companies, 
central market grain dealers and special grain -ex porting con- 
cerns. Most of the cotton is shipped by American cotton-ex- 
porting companiea or brokerage concerns ; most export cattle 
by the large meat-packing houses and by special livestock ex- 
porting concerns; and much leaf tobacco by subsidiaries of 
tobacco manufacturing concerns or by special leaf tobacco 
dealers and packers. The headquarters of tliese exporting 
concerns may be either in the central markets of the interior 
or in the seaboard markets. 
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2. American Commission Houses. — A portion of the agri- 
cultural exports is handled by domestic commission houBes, 
which may likewise be either general or special. Indeed the 
exporting concerns mentioned above sometimes fill orders on a 
commission basis instead of buying and setting on their own 
account. 

S. Foreign Agents. — Foreign importers at times send 
agents to the United States to purchase American farm prod- 
ucts. The practice is especially common in the exportation 
of leaf tobacco, but it exists also in other branches of the agri- 
cultural export trade. 

The exporters of farm products make their purchases in 
any of the markets and in any of the various ways in which 
agricultural commodities arc purchased for domestic use. 
They ship them to foreign import houses, wholesale dealers, 
commissionmcn, brokers, and sometimes directly to foreign 
consumers. They dispose of them both by private sale and on 
foreign or American exchanges, and in many instances they 
merely fill orders which they have received from abroad. In 
the foreign trade, sales to foreign buyers are very frequently 
made on the basis of grades or agreed standards rather than 
on the basis of samples, for the foreign markets are far re- 
moved and a vessel load of grain, cotton or other farm staple 
may he resold by the original importers long before its arrival. 

The trade maohiuery is unusually well organized in the 
agricultural export trade. Foreign and American exchanges 
and commercial houses are connected by cable; orders based 
upon established grades or standards can be readily trans- 
mitted ; and trade customs and practices are of long standing 
and are well understood by all parties concenied. For these 
reasons and because of the relative ease with which markets 
can be found for foods and raw materials, many of the costly 
marketing methods which are necessary in the exportation of 
manufactures arc not essential to the successful exportation of 
American farm products. 

Agricultural Import Kethods. — There is even less uni- 
formity in the methods of importing farm products, for the 
imports include a wider variety of commodities and are ob- 
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tained from an amazingly wide raiige of countries. Many arc 
imported from the more recently opened trade regions of the 
world rather than from the well-established countries of west- 
cm Europe.' 

They are imported principally by three groups of concerns : 

1. American Import Houses. — There are many BfKJcial 
and general importers who purchase foreign agricultural prod- 
uctfl on their own account with a view to reselling them to 
coffee roasters, sugar refineries or other consunierB or dealers. 

S. American Import Commission Houses. — Some agricul- 
tural imports are handled on commiBsion by concerns to whom 
they have been consigned or to whom purchasing orders have 
been given. 

S. American Consumers. — American manufacturers, par- 
ticularly those requiring large quantities of raw agricultural 
materials, sometimes import directly from foreign exporters. 
For the production of some commodities, such as bananas, 
leaf tobacco, and sugar, American traders and manufacturers 
at times own foreign plantations on which they produce a 
portion of their requirements. 

Imported farm products are variously purchased from for- 
eign export houses, wholesale dealers, commissionmen, brokers, 
central sugar refineries or other middlemen, or directly from 
foreign producers. They are sometimes purchased in the 
country in which they are produced and at other times indi- 
rectly in Fngland, Holland, Belgium, Germany or other Euro- 
pean countries where wool and other products are concen- 
trated for resale and transshipment. They are variously pur- 
chased privately, on exchanges, or at public auction sales. 
Bids and offers may be made by cable or mail, standing 
arrangements with foreign exporters or commissionmen may 
be made, and numerous American buyers are sent abroad so 
as to reduce costs and obtain the qunllty of products desired 
at favorable prices. When foreign agricultural products are 
imported to be resold in the United States they are disposed 
of privately, on eschanges or at auction sales in the same 
manner that domestic farm products are sold in the wholesale 

.'5m cliap. zriii. 
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markets. Some imported farm products, such as green coffee, 
raw sugar and wool, are frequently sold on organized Amer- 
ican exchanges, but in the agricultural import trade ae a 
whole such sales are lees common than in the export trade. 

Although the agricultural trades are similar, the districts 
in which they are produced, tiieir markets, the methods of 
buying and selling, shipping, inspecting, grading, storing and 
otherwise handling them, the extent and manner of public or 
exchange control, the methods of collecting trade information, 
and the factors influencing their prices, all differ in many re- 
spects. The purpose of subsequent chapters is to describe 
the trade in some of the principal farm crops in greater 
detaO. 
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CHAPTER III 

THE CODNTET GBAIN ELEVATOR AND WABBH0D8E 
SYSTEM: THE LOCAL GEAIN MAEKET 

Fnnotioni of Country Elevaton and Warehonsei. — Before 
that portion of the country's grain crop which is marketed by 
the growers is concentrated at a relatively email number of 
great primary grain centers it passes through thousands of 
local grain markets. The grain farmer's markets are ordi- 
narily not the hu^ elevators found at the central grain mar- 
kets of the interior and the seaboard, but the thousands of 
small country elevators and warehouses which are scattered 
throughout the two hundred million acres which produce the 
country's principal grain crops. The sales of many thousands 
of grain growers of the United States are made principally at 
the country elevators and warehouses which constitute the first 
link in the extensive trade and shipping organization which 
haa been evolved for the sale and distribution of the grain 
crops. As is shown in Table II they annually handle over 
four hundred million bushels of wheat, over five hundred 
million of com, over three hundred million of oats, from 
ninety to one hundred million bushels of barley, and smaller 
quantities of rye, flaxseed and other minor grains. 

As is stated by the Bureau of Labor Statistics in a recent 
publication : "The province of the country grain elevator is 
to supply a market to the farmer for his grain, to afford a 
temporary storing place for grain going to market, and t^y 
provide an easy means of transferring it from the farmers' 
dragon to the car for shipment." * 

"'Wheat and Flour Prices from Farmer to CoDBumer," Bulletin 
No. 130, p. 17. 
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QEOGRAPniCAL DiaTRIBDTION OP THE LOOAL QaAIK TeADR 

IHstrilinti^a af Local Wheat Tradb — The United States 
has in recent years raised over seven hundred million bushels 
of wheat annually, having a farm value of from $500,000,000 
to $600,000,000. At present the country's annual wheat crop 
is second only to that of Russia, and for many years it ex- 
ceeded that of any foreign country. American wheat exports, 
owing to largely enhanced home requirements, have steadily 
declined during the twentieth century, and prior to the Euro- 
pean War were exceeded by those of Russia and Argentina. 
Indeed, were it not for the exports of American wheat Sour, 
the exports of wheat from the United States would also be 
exceeded by those of Roumania, Canada, Australia and British 
India, in each of which countries there is a growing surplus 
as there was in the United States during the eighties and 
nineties. Before the outbreak of the European War but 10 to 
19,5 per cent, of the American wheat crop had been exported 
during recent years as compared with 21 to 41.5 per cent, 
during the years 1875 to 1900. 

The wheat-growing area of the United States has been 
spread over such a wide territory that there is little likelihood 
of a general crop failure. Local failures are not uncommon, 
but the diversity In variety of wheat and geographical loca- 
tion tends to maintain a high average crop. During the year 
1913, the order of importance of the principal wheat-growing 
states was: North Dakota, Kansas, Minnesota, Nebraska, 
Washington, Ulinoii?, Indiana, Missouri, Ohio, South Dakota, 
Pennsylvania, Montana, Oklahoma, Iowa and Oregon — but 
(heir relative position changes from year to year. In 1918, 
for example, the wheat crops of Illinois, Indiana and Ohio 
were partial failures while those of North and South 
Dakota and Kansas were the largest in the history of those 
states. 

As is shown in the accompanying map (No, III), the 
wheat-growing area may be divided into four principal dis- 
tricts. The first or soft winter wheat belt comprises the states 
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lying east of the MiBBissippi and north of the Ohio River from 
western Pennsylvania to Illinois. The second comprising the 
central trans-Mississippi Valley : Kansas, Nebraska, Missouri, 
Oklahoma, and Iowa — extending as far west as the Great 
Plains — grows chiefly the various varieties of hard winter 
wheat. The third, or spring wheat belt, includes North and 
South Dakota and Minnesota. The fourth includes the wheat 
fields of the Pacific Slope : Washington, Oregon, Idaho and 
parts of California — where both spring and winter wheat are 
grown. The rapidly expanding wheat fields of Montana may 
either be included in the last-named district or regarded aa 
the leading producers in a fifth or Rocky Mountain wheat 
belt. 

The Department of Agriculture estimates that during the 
decade ending in 1915, 57,7 per cent, of the country's wheat 
crop reached the grain market, i. e., was shipped out of the 
county in which it was grown. The remainder was retained 
by the wheat growers for seed, locally ground into flour or 
feed, or sold for local consumption. Most of the 350,000,000 
to 540,000,000 bushels which annually entered the country's 
grain trade was handled locally by country elevators or ware- 
houses. 

DtBtribation of Local Com Trade. — As is shown in Table 
II the corn crop of the United States is vastly more im- 
portant than the wheat crop. In 1912 it readied the enor- 
mous total of 3,124,740,000 bushels having a farm value of 
one and one-half billion dollars. Over 70 per cent, of the 
world's annual corn crop is grown in the United States; its 
nearest rivals — Austria-Hungary and Argentina — producing 
less than 300 million bushels each. 

Though about 500 million bushels of corn annually enter 
into the grain trade of the United States, grain dealers have 
always been primarily concerned with the wheat crop. This is 
because less than 30 per cent, of the total corn crop reaches 
the country's grain markets. Over 70 per cent, annually is 
disposed of locally for seed purposes and to fatten livestock. 
Much the larger share of the com crop reaches the grain trade 
only after it has been converted into livestock or beef, mutton 
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and pork producte.' Yet, there are thousande of local grain 
elevators and warehouses which handle corn, for the volume 
which now reaches the grain trade exceeds that of wheat. 

As is graphically shown in Map No. IV, though appreci- 
able quantities of corn are grown throughout the southern 
states and in various regions throughout the country, there is 
really but one great American corn belt, and it extends 
through the Ohio and Mississippi River Valley from Ohio to 
northern Tesas. The corn fields of Iowa, Illinois, Missouri, 
Ohio, Indiana, Kansas, Nebraska, Texas and Oklahoma pro- 
vide the com market with most of its annual supply and feed 
vast numbers of cattle, sheep and hogs. The com belt is 
located principally within the relatively small oval indicated 
in the map. 

DistribatLon of Local Trade in Oats.— The oata crop of 
the United States (See Table II), though closely rivaled by 
that of Russia, is also larger than that of any foreign country 
in the world. So large, however, are the crops of Russia, Ger- 
many, Canada, France, Austria-Hungary, Great Britain, Ar- 
gentina and other countries, that the cats fields of the United 
States produce but 20 to 30 per cent, of the world's crop. 
The international trade in both oats and corn is small as com- 
pared with that of wheat, the exports of American oats being 
almost negligible and those of com in recent years comprising 
from IJ to 4j per cent, of the annual crop. As in the case 
of com, moreover, much the larger share of the oats crop of 
the United States is retained for local consumption and does 
not enter the country's grain trade. During the decade ending 
in 1914 somewhat less than 30 per cent. o£ the annual oats 
crop was shipped out of the county in which it was grown. To 
collect 300,000,000 bushels of oats annually from the thou- 
sands of farmers who sell a portion of their crop, however, 
requires a large number of country grain elevators and ware- 
houses. Many of those located in Iowa, Illinois, Minnesota, 
North Dakota, Ohio, Wisconsin, Indiana, Nebraska, South 
Dakota, Kansas and Michigan, regularly handle oats as well 

'N, C. Murray: "Diaposition of Feed Grope," Farmers' BaUe- 
tin No. 629, p. 8. 
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aa other gnioB. All the states of the com belt are heavy pro- 
ducers of oats, but the oata crop is more widely scattered, 
for oate thrives in northern states such as Wisconsin, 
Michigan and in the states of the spring wheat belt where 
the early frosts have retarded the rapid introduction of 
com. 

Diitributioii <rf Local Trade in Barley. — The barley crop 
of the United States is decidedly smaller than that of wheat, 
com or oata {See Table II), The greatest barley-producing 
country is Russia where over 574,000,000 bushels were grown 
in X913 as compared with 178,189,000 bushels in the United 
States. From 45 to over 67 per cent, annually of the Ameri- 
can crop reaches the grain market, principally in Minnesota, 
California, N^orth Dakota, Wisconsin, South Dakota and Iowa. 
The crops of other minor grains — rye, buckwheat and flaxseed 
— are shown in Table II. 



Teansfeb of QaUN from Grower to Cocntbt Elevator OB 

WAaEHOOSE 

Xength aod Coat ci Local EaoL — Though the number of 
country elevators and warehouses at which the grain growers 
sell their crops is increasing, and their location at local ship- 
ping points is arranged with reference to the proximity of 
the grain fields as well as with reference to railroad connec- 
tions, much grain requires long and expensive country hauls. 
The average distance from the wheat fields of the United 
States to the local markets in which it is sold was in 190G 
reported to be 9.4 miles, and to vary from 4 to 23 miles in 
different states;^ and corn was in that year hauled by the 
growers to the country elevator, an average distance of 7.4 
miles in the United States as a whole and from 3.2' to 29.4 
miles in various states. The average distance from all farms 
producing crops of every kind to the local markets in 1915 is 

"'Costs of Hauling Crops from Fanns to Shipping PointB," 
U. B. Bureau of Statistics (Department of Agriculture), Bulletin 
No. 49. 
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reported to be 6.5 miles^ and from the more remote farms 8.7 
miles.* 

The average cost of transporting grain to the local mar- 
kets was in 1906 reported to be 9 cents per 100 pounds in the 
case of wheat and 7 cents in the case of com. Inasmuch as 
railway-lake rates on wheat from Chicago to New Yoric 
varied from 6.02 to 7.01 cents per bushel during the years 
1900 to 1913, and all-rail rates ranged from 9.60 to 11.70 
cents, it is evident that the country haul, although short as 
compared with the railroad haul to or from the central grain 
markets, is an important consideration in the local grain trade. 
The Bureau of Statistics of the Department of Agriculture 
estimated that the cost of hauling the 1905-1906 crop of com, 
wheat, oats, barley and flaxseed from the farms to local ship- 
ping points aggregated over $62,000,000. The cost of hauling 
com was estimated to comprise 9.6 per cent., wheat 7.2 per 
cent., oats 7.7 per cent., barley 8.3 per cent., and flaxseed 5.3 
per cent, of the farm value of the loads hauled. 

Xethods of Local Hauling. — Grain is conveyed to local 
shipping points by various methods. Most of it is hauled by 
the growers themselves, and is regarded as a secondary source 
of employment for the equipment and drivers whose chief 
employment is on the farms. Each grower may perform his 
hauling individually, or neighboring growers may perform it 
cooperatively. Some grain hauling, however, is performed 
by hired ^'freighters,^' for in some parts of the Mississippi 
Valley and especially in the Pacific Slope and Rocky Mountain 
grain belts, the distances to local shipping points are so long 
that it is unprofitable for the growers to maintain sufficient 
equipment and drivers to perform all the necessary hauling. 
The professional freighters haul grain and other farm produce 
at regular tariffs and on the return trip frequently transport 
farm machinery, supplies or merchandise. Some hauling is 
also done by the elevator companies. 

Grain may be hauled either in bulk or in sacks, and it may 
be hauled either from the grower^s granary or direct from the 

*U. 8. Bureau of Crop Statistics: The Agricultural Outlook, 
Apr. 23, 1915, and Farmers' Bulletin No. 672, pp. 11-14. 
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threshing machine in the fields. The practice in these mat- 
ters depends upon the requirements and customs of particular 
markets, the method of harvesting, the financial condition of 
the growers, their views as to the desirability of present or 
future marketing and other local considerations. The type of 
equipment used, likewise, varies widely and depends some- 
what upon local conditions, such as the length of haul, the 
condition of the roads, and the method of hauling. The num- 
ber of horses or mules per driver varies from two to fourteen, 
the number of wagons per haul from one to two or more, and 
the weight of grain hauled from 8O0 to 16,000 pounds. The 
wagons may be ordinary farm wagons, or vehicles especially 
constructed to carry grain in bulk, and they may be hauled 
individually or in trains. Professional freighters sometimes 
haul loads of seven tons in one freight wagon and its trailers, 
and use as many as twelve or fourteen horses in one team. 
In recent years there are instances in which grain has been 
hauled to local shipping points in automobile trucks. 



Desceiptiok of Country Elevators 

Country elevators are located and constructed so as to per- 
form their various functions expeditiously. In every impor- 
tant grain-growing district, except on the Pacific Slope where 
most of the grain is bandied in sacks, there are hundreds of 
these elevators along each of the grain-carrying railroads. 
Many local grain-shipping points are equipped with five or six 
elevators, and at most local markets in important grain-grow- 
ing districts there are at least two. 

Country elevators usually have a capacity of only 20- or 
85,000 bushels and consequently cannot store large volumes 
of grain for long periods of time. Since a large proportion 
of the grain available for the market is sold by the growers 
during the ninety days after its harvesting, they are so 
equipped that they can handle whatever quantities are brought 
to them. The larger elevators handle from 40- to 300,000 
bushels, some handling as much as 1,000,000 bushels annii- 
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ally. The yearly output of the average country elevator is 
100,000 bushels or less. It is considered that an annual busi- 
ness of 100,000 bushels of wheat bought at the primary market 
price minus the freight rate and a price margin of three cents 
per bushel will yield a fair profit on the investment. The con- 
struction and equipment cost of the average country elevator 
is about $4,000, although the cost varies from $3,000 to 
$25,000. 

These elevators are constructed so as to reduce operating 
costs to a minimum. The following concise description is 
given by the Bureau of Labor Statistics : 

The country elevator is so constructed as to call for very little 
manual labor. The farmer drives on the scales with his loaded 
wagon, which is weighed in gross, then drives into the elevator 
shed where the end board is taken from the wagon, and by the 
pulling of a lever the wagon is tipped backward and all the 
grain runs out of the wagon box into the bin below. He then 
drives on the scales again and the empty wagon is weighed. . 
From the- difference in these weights the number of bushels is 
computed and the farmer receives a certificate of weight and 
possibly at the same time a check for his grain. The wheat 
dumped into the bin below the wagon floor is hoisted by elevat- 
ing machinery to a bin in the elevator whence it is spouted into 
a car for shipment.^ 

The ordinary elevator has but six or eight bins or lofts 
into which the grain is elevated from the bins below the wagon 
floor. Fewness of separate bins, as well as trade considera- 
tions, leads to the mixing of the grain. Indeed one source of 
elevator profit is the skillful mixing of different grades in 
such a way as to raise the grade of a part of the grain pur- 
chased from the farmers. 

The operating costs of the average country elevator are 
low because a manager and from one to three helpers are able 
to operate it even during the busy season, and one or two men 
can operate it during the months of dull business. In the case 
of wheat a margin of 3 cents per bushel and an allowance of 

*" Wheat and Flour Prices from Farmer to Consumer," BuUetin 
Nq. 130, p. 17, 
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the freight rates to the primary market is considered sufficient 
to cover operating costs, insurance, inspection fees, "shrink- 
age" in weight incident to handling the grain and all current 
expenses, as well as a return on the investment. In purchas- 
ing com, oats and barley a margin of 1 J to 2^ cents per bushel 
is ordinarily allowed in computing the country price, while, 
owing to a greater degree of risk, the margin in local par- 
chases of flaxseed is usually 5 or 6 cents a bushel. 



Manaoehent op Countsy Qrain Elevators 

Clauiflcatioa of Country Elevators. — Country grain ele- 
vators are owned and managed in three principal ways: (1) 
by "line elevator companies," (3) by local grain dealers, and 
(3) by fanners' cooperative elevator associations or companies. 
In addition to the many elevators operated in these ways, a 
smaller number of elevators are operated (4) by mill owners 
and malting concerns. A portion of the barley crop is pur- 
chased directly from the farmers through elevators operated 
by malting plants, but the number of country elevators oper- 
ated by flour and grist mills is small. A few country ele- 
vators are also owned and managed (5) by "bonanza farm- 
era" whose acreage and crop are sufficiently large to warrant 
the investment of funds in elevator properties. The railroads 
still have an interest in some elevators, and some grain is 
consigned to central commissionmen by farmers or shippers 
who load the grain into cars without the medium of elevators 
or warehouses. 

Line Elevator Companiea. — The so-called "line elevator 
company" is a concern operating large numbers or lines of 
country elevators along one or more railroad routes and has 
its headquarters at the primary market to which it ships most 
of the grain purchased from the farmers. Some of these con- 
cerns which were flrst organized in the period of 1889 to 1900 
operate lines of elevators extending throughout three or more 
states. In coQipeting with local grain elevator dealers the line 
elevators have the advantage in that they extend over wide 
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areas and consequently obtain a larger share of the crop. 
Since the profits of country elevators depend not only upon 
the price margin but also upon the volume of grain handled, 
the line elevator concerns have at times been able to make a 
fair aggregate profit even though the profit per bushel of 
grain was small. They have an advantage also in that the 
large volume of grain handled enables them to sell their grain 
at the primary markets through agents of their own. By 
avoiding the central commissionman they eliminate one of the 
middlemen of the grain trade. It has, moreover, been asserted 
that in the past, before common carriers were subjected to 
stringent federal and state regulation, the line elevator con- 
cerns sometimes had the advantage of special railroad charges 
and services. 

The local agents in charge of line elevators receive daily 
instruction from headquarters by mail as to the prices to be 
paid for all grades of the various grains purchased, and when 
wide price fluctuations suddenly occur at the primary market 
during the day price changes are telegraphed to them. The 
prices paid the farmers depend upon the prices prevailing at 
the primary grain market, the farmers receiving the primary 
market prices less the cost of freight and a margin or allow- 
ance of a certain number of cents per bushel. As was for- 
merly explained the price margins usually range from 1^ to 
2i cents for the coarser grains and from 5 to C cents for flax- 
seed.^ Price margins for wheat vary considerably but an ef- 
fort is made to maintain them at about three cents per 
busheL^ 

The grading of the grain at the country elevators is largely 
a matter of local judgment, because grading and inspection at 
the local markets is not regulated by state law to the extent 
that it is at the primary grain markets. At points where sev- 
eral buyers are stationed the resulting competition has in re- 

*" Wheat and Flour Prices from Farmer to Consumer, *' Bureau 
of Labor Statistics, Bulletin No. 130, pp. 18-26. 

•S. Harris: "Methods of Marketing the Grain Crop," Annals 
of the American Academy of Political and Social Science, Sept., 1911, 
p. 41. 
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cent years usually guaranteed liberal grading to the farmer 
because it is to the interests of the various elevator concerns 
to handle as large a volume of grain as possible. At non- 
competitive points there is more complaint on the part of 
farmers, and in some local markets, especially in regions 
where the quantity of grain sold is relatively small and 
where the trade is not well organized, grain is still purchased 
from the farmers without the establishment of definite grades. 
The buyer in the latter case bears in mind the probable grades 
which the grain will be given at the primary market, but in 
bargaining with the farmer no official grades are established. 

Since most of the available grain is purchased from the 
farmers shortly after its harvesting, the line elevator com- 
panies require large sums of cash during the busy season. 
Being large concerns they can, of course, provide a portion of 
the needed funds directly from their own resources, but addi- 
tional cash with which to buy grain at the country elevators ia 
realized on the grain which is shipped to the primary market 
from day to day and sold at a profit. Grain which has been 
sold "to arrive," i. e., before it has actually arrived at the 
primary market, and which is shipped on order bills of lading, 
may provide the local elevator agents with cash at the time 
of its shipment, for banks accept such hills for payment. 
Some cash, moreover, is borrowed from banks with grain in 
storage as collateral. As will be more fully explained in other 
connections, grain "warehouse receipts" issued at the central 
elevators in the primary markets, when accompanied by an 
insurance certificate, are readily accepted by many banks as 
collateral for loans.' 

The profits of the line elevator companies result from the 
sale of grain in the primary markets at a higher price than 
the price paid to the farmers. They sell to central grain job- 
bers or dealers, to speculators and to flour- and grist-mill 
operators, exporters, malt concerns, or cereal food manufac- 
turers. They may sell their grain immediately after its pur- 
chase from the farmers, or they may hold it for a rise in price, 
and they may contract to deliver grain at the primary market 

'Chap*, iv, XV, xvi. 
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even before they have purchased it from the growers. Ordi- 
narily they aim to sell at a price which will yield them a rea- 
sonable trade profit on each bushel handled^ rarher than to 
hold grain in storage for a speculative future profit. To 
saf^oard their trade profit they habitually base their country 
prices upon the prices prevailing at the primary market, de- 
ducting from the latter the freight rates and a price margin 
sufficient to cover expenses and yield a profit on the invest- 
ment. Since the prices at the primary markets fluctuate, the 
line elevator companies do not, however, depend wholly upon 
the small price margin which is allowed. Many do not con- 
tract to deliver grain which they do not possess at the time 
of sale, or keep on hand grain which is not immediately sold, 
without protecting their trade profits by ^^edging*' in the 
speculative markets of the large grain exchanges. To again 
quote the report of the Bureau of Labor Statistics : 

When he has a quantity of wheat on hand he hedges in the 
grain market by selling a future; that is, he enters into a con- 
tract of sale for future delivery. Should the price of wheat 
advance he makes a profit on his wheat in stock and loses on 
his future when he closes it out. On the other hand, should 
the price of wheat decline, he loses on his wheat in stock but 
makes a profit on his future by buying on the market at a lower 
price to close it out. Thus, the speculative side of the grain 
market affords the dealer in actual grain an opportunity to do 
a comparatively safe and conservative business. Without the 
opportunity to deal in futures, conservative dealers state that 
they would not buy wheat in any considerable quantity except 
on a much wider margin and at a consequent lower price. 

Since 'Tiedging^' is not peculiar to the local grain trade it 
will be more fully discussed on a later page.^ 

Local Orain Dealers' Elevators. — The manner of conduct- 
ing the business of country elevators operated by independent 
local grain dealers is substantially the same as that described 
in connection with line elevator concerns, with the exception 
that they are not managed from headquarters located at the 

*8ee diap. viL 



« AGKICTTLTtTRAL COMMERCE 

primary market and ordinarily sell through central commia- 
sionmen instead of through their own agents. The local grain 
dealers preceded the line elevator companies. Originally they 
operated independently of each other, and some of them still 
act individually, but many of them have for vanoua reaeona 
united into "local grain dealers' associations." The associa- 
tions were originally formed in order to obtain favorable 
treatment from railroad carriers; to correct abuses in local 
grading and to induce farmers to sell their grain under a sys- 
tem of grading; to correct abuses at the primary markets in 
the matter of grading, inspection, weighing and "dockage" for 
unclean grain ; and to induce the farmers to bring their grain 
to market in a better and cleaner condition. The organization 
of dealers' associations began prior to the rise of line elevator 
companies, but the desire to counteract the advantages of 
these companies became an additional motive. By 1900 some 
of the associations had become so strong that there were com- 
plaints charging arbitrary coercion of individual dealers, 
central commissionmen, railroads and farmers. The rise of 
line elevators and farmers' cooperative elevators has, however, 
deprived the local dealers' associations of much of their for- 
mer influence. 

Farmers' Co5peratiTfl Elevators.— Many of the present-day 
cooperative farmers' elevators are also operated substantially 
in the same manner as line or lo4:al dealers' elevators. In the 
past the fanners in establishing cooperative elevators fre- 
quently underestimated the expense and risks of the grain 
trade; they seldom hedged their transactions, and their at- 
tempts to market grain on too narrow price margins some- 
times resulted in failure. In many instances they were, more- 
over, opposed by local grain dealers and line elevator com- 
panies, by central jobbers, dealers and commissi onmen, and by 
the railroads, who regarded them as "irregular." Not all the 
farmers have learned by experience since 1889 when the first 
cooperative elevator began operation,' and consequently fail- 
ures are not uncommon at the present time. Usually, how- 
ever, the cooperative elevator concerns are now conservatively 

'O, H. Powell; Cooperation in Agriculture, p. 127, 
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organized as regularly incorporated companies or joint-stock 
aasociations with a capital stock varying from $3,500 to 
$30,000 and with from 70 to 335 Btockholders. They usually 
buy grain in the same way that private dealers do and dis- 
tribute their profitB as dividends, although when competition 
is keen they sometimes pay the primary market price less the 
freight rate, and asaees operatioD costs against the stockhold- 
ers in proportion to the quantity of grain contributed. They 
sometimes operate their elevators in connection with flour, 
feed, coal, lumber, fertilizer, farm machinery or other local 
business so as to reduce expenses and increase their profits. 

The farmers' elevators, moreover, frequently have the ad- 
vantage of handling a larger volume of grain at a given 
shipping point than their competitors, for price considera- 
tions being alike, the stockholders desiring large dividends sell 
to their own company. The articles of incorporations in some 
cases provide that members may sell their grain to outside 
firms only upon payment to the farmers' company of one cent 
on every bushel so sold, and many farmers who are not stock- 
holders, realizing the effect which the cooperative elevator has 
upon country prices and grading, also sell to the farmers' 
company. As was previously mentioned the profits of a coun- 
try elevator are affected greatly by the quantity of grain 
handled. The stockholders, moreover, being primarily inter- 
ested in the sale of the grain which they individually grow 
are less dependent upon elevator profits than their competi- 
tors. Farmers' elevators are especially apt to be establislied 
at points where there is but one grain buyer, and at points 
where, although there are several buyers, the farmers are not 
convinced that they receive fair prices. 

Although the number of line and grain dealers' elevators 
exceeds that of cooperative elevators, the latter have in some 
regions made rapid progress. It is stated that in 1913 there 
were 340 cooperative elevators in Iowa, 331 in North Dakota, 
297 in Minnesota, 2G0 in Illinois, 235 in South Dakota, 204 
in Nebraska and 137 in Kansas. There were relatively few in 
Hissouri, Oklahoma and Texas, in the grain regions east of 
the Mississippi or in the Itocky Alountain and Pacific Coast 
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states. It is estimated that in 1913 there were over two thou 
sand cooperative elevators operating in the United States as 
S whole, not including the cooperative grain warehouses which 
have been established on the Pacific Slope. In 1911 they han- 
dled not less than 270,000,000 bushels or about 40 per cent, of 
the grain shipped from Ihose regions in which cooperative 
elevators have been constructed.* 

The principal obBtacles encountered by farmers' elevators 
have been mismanagement and competition with line elevator 
companies. The handling of larger quantities of grain by the 
latter, and their ability to recoup at one point the profits 
which they sacrifice at another, gives them an advantage 
alike over cooperative and grain dealers* companies which 
ordinarily operate individual elevators. In order to over- 
come this disadvantage the farmers' companies have been 
urged to form cooperative unions. 



The Local Grain Mabket in the Pacific Coast Bboion 

The sale of grain by the farmers of the Pacific Coast 
region differs from the methods prevailing throughout the 
central western and eastern parts of the United States in vari- 
ous respects. 

Local Purchasing by Ezporten. — While the grain export 
trade conducted through the Atlantic and Gulf ports is han- 
dled by exporters who purchase their grain at the large pri- 
mary and seaboard markets, Pacific Coast exporters frequently 
buy grain directly from the farmers. Their agents, who are 

'H. J. Waters, President Kansas State Agricultural College: 
Annual Beport of State Board of Agriculture of Missouri, 1913, p. 
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scattered throughout the local markets, purchase wheat and 
barley and forward it to the ports. The exporting concerns 
then attend to the chartering of vessels, the loading of the 
cargo, the securing of marine insurance, the payment of the 
ocean freight, and the sale of the grain to the foreign im- 
porter. It was stated by the Bureau of Statistics, Department 
of Agriculture, that a large part of the grain export trade 
of the Pacific Coast is concentrated in the hands of a few 
strong firms. 

These exporters are more or less closely connected with grain 
dealers located in European markets, and who represent there 
the men who export from the United States; this relation is 
in some cases reversed — some Pacific Coast exporters are repre- 
sentatives of European firms. The European representative of 
the Pacific Coast exporter may sell a given lot of wheat before 
the exx)orter buys it for shipment or the exi)orter may buy it 
first and look for a purchaser afterwards. In either case both 
transactions are usually made within a short time of each 
other, and the exporter runs less risk of a fall in price than 
if he held his wheat a longer time before selling it.* 

The purchases made by the exporter are of particular im- 
portance to the Pacific Coast wheat and barley grower, be- 
cause the grain trade of the Pacific Slope is more largely de- 
pendent upon the foreign market than that of tlie grain 
regions located east of the Rocky Mountains. 

Handling of Orain in Sacks. — Pacific Coast grain is 
mainly handled in sacks rather than in bulk. This practice, 
which in the past also prevailed in other regions of the United 
States, but which owing to its expensive and cumbersome na- 
ture has been largely abandoned, still persists in the Far 
West. Its retention is partly due to custom, but it is also due 
partly to the fear that it is not safe to load a vessel with 
bulk grain for the long voyage to European markets. One 
of the conditions of Pacific Coast marine insurance policies 
and grain-charter parties ordinarily is that grain cargoes shall 
be shipped in sacks. Since the export trade is so important 

^F. Andrews: "Marketing Grain and Livestock in the Pacific 
Goatfc Begion,'' Bureau of Statistics, BuUetin No. 89 (1911), p. 85. 
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in the Pacific Coast grain trade, these conditions influence 
the methods of handling most of the grain of the Far West — 
domestic as well as export. The grain is sometimes sacked 
several times, for when received at the port warehouses it 
*'is frequently emptied from the sacks, run through an ele- 
vator for the purpose of cleaning or mixing, and is sacked 
again for shipment." * 

BelatiTe Absence of Conntiy Elevators. — There are rela^ 
tively few country elevators on the Pacific Slope, the grain in 
sacks being stored in warehouses and on open platforms. The 
sacks being easily handled by hand trucks, the waTehouses 
require relatively little machinery. Some of them, especially 
the large warehouses at the ports, are, however, equipped with 
steam or electrically driven conveyors for stacking and load- 
ing the sacks of grain. Grain elevators have been erected at 
variouE places in the Pacific Coast region, for some of the 
grain is bandied in bulk, and it has also been recognized that 
elevators facilitate the cleaning and mixing of grain. 

Cotiperative Orowers' AssociationB.— Some of the grain of 
the Pacific Slope is sold through cooperative farmers' associa- 
tions. The cooperative grain ventures which have been at- 
tempted in California since 1874 have in some instances met 
with failure, but at present there is an organization in that 
state known aa the Grain Growers' Association of California 
which claims to have caused higher prices to be paid to the 
growers. In Oregon, Washington, and Idaho there are nu- 
merous cooperative grain warehouses, which differ from the 
cooperative elevators of the grain regions east of the Rocky 
Mountains in that, while they are operated by separate local 
organizations, their sales are made through a central onion 
whose agents sell to exporters, to mills and to dealers who sup- 
ply mills with grain. 

Price-qvoting System. — A minor feature of the Pacific 
Coast grain trade is that wheat and barley prices at many 
points are locally quoted in terms of 100 pounds. In Oregon, 
Washington and Idaho, wheat prices are quoted in terms of 
bushels of 60 pounds as in other wheat-growing regions of 

>lW((.,p. 00. 
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the United States, but barley is often sold by the "cental" 
(100 Iba.) or by the short ton {2,000 Iba.). Pacific Coast 
vheat when exported to England is usually sold in terms of 
"qnarterB" of 500 pounds, and barley in terms of quarters of 
448 pounds gross weight.' 
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CHAPTEB IV 

PEIMAET A2ro SEABOARD GRAIN MAEKET8: THE 
TERMINAL ELEVATOE SYSTEM 

As the grain trade illustrates the maiiDer in which a farm 
product grown by a large number of farmers throughont wide 
areas is first collected and sold at local markets, bo it is also 
an excellent example of how such commodities are in many 
instances concentrated at a smaller number of large central 
markets before they are shipped to their final destination. 



The Flow of the Grain Teadb 

The System of Oraiji Harkets. — Most of the grain after 
it leaves the farms passes through a series of markets and ahip- 
ping points, (1) The local markets which were described in 
the preceding chapter collect the grain from the growers; (3) 
the primary markets of the interior collect moat of it from 
the local markets; (3) portions of the grain shipped out of 
the primary markets are sold, transshipped, or consumed at 
the seaboard markets, which are located at the country's prin- 
cipal ports of distribution and exportation, (4) at secondary 
wholesale markets throughout the United States and (5) at 
central markets in foreign countries. (6) Much grain in 
moving out of the primary markets is, moreover, transshipped 
en route at a group of interior points where grain is trans- 
ferred rather than marketed. (7) Certain quantities of grain 
are retailed for feed or seed purposes at retail markets located 
throughout the United States or in foreign grain-importing 
countries. Much grain, however, is not retailed, but is sold 
in wholesale lots to fiour and grist mills, malt houses, cereal 
mannfactnrerB and other large consumers. 
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The organized grain trade, in so far as it is conducted 
in the central markets of tlie United States, is principally 
confined to the primary markets of the interior and the 
seaboard grain markets of the Atlantic, Gulf and Pacific 
coasts. 

Geographical LocatioiL of Primary Uarkets. — As shown 
in Map No. Ill, a circle with its center at Peoria, Illinois, 
and its circumference drawn through Duluth and Wichita 
circumscribes all the principal primary grain markets of the 
United States. While their central western location places 
them adjacent to some of the country's greatest grain fields, 
there are vast grain-growing regions in the trans-Mississippi 
Valley, which are removed many hundreds of miles from the 
nearest primary market. They are located with special ref- 
erence to transportation facilities, for they gather their 
grain supply from the thousands of local country mar- 
kets. Most of them are situated either on the western 
heads of the Great Lakes or on the interior waterways, 
and all of them have been supplied with abundant railroad 
facilities. 

Prom each of the primary markets numerous railroads 
radiate throughout the agricultural districts from which they 
obtain grain. Sometimes as many as twenty-five or more 
railroads, including many of the well-known Granger roads 
of the Central West, feed a. single large market, and smaller 
quantities of grain are also received at some of these mar- 
kets via lake or river. Each primary market is likewise 
located so that it may readily ship grain eastward or south- 
ward. The eastern and western trunk lines, the Great Lakes, 
and to a less extent the Erie Canal, regularly carry large vol- 
umes of grain from the primary markets of the West to the 
inland and seaboard markets of the Atlantic Coast, and 
another group of railroads and certain rivers carry smaller 
quantities to the inland and seaboard markets of the Gulf of 
Mexico. The manner in which Chicago, the largest primary 
market, receives and ships its supply of grain is clearly 
shown in the following balance sheet for the year 1913 
(Table III) : 
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CHICAGO GRAIN TRADE, 1913 
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The Tolnme at Bminess at the Primary Uarketa. — The 
relative importance of the primary grain markets varies 
widely. The receipts of wheat are greatest at Minneapolifl, 
Duluth, Chicago, Kansas City, St. Louis and Omaha ; thoBe of 
com at Chicago, Omaha, St. Louis, Kansas City and Peoria; 
those of oats at Chicago, St. Louis, Minneapolis, Omaha and 
Milwaukee; barley at Minneapolis, Chicago, Milwaukee and 
Duluth ; and rye at Minneapolis, Milwaukee, Chicago and Du- 
luth. The aggregate grain receipts of the sixteen principal 
primary markets in the years 1905, IDIO and 1913 are shown 
in Table IV. The combined receipts of these markets in 1913 
reached the amazing total of 1,063,602,9 



TABLE IV 





Receipts (in bu.) 






1905t 


1910t 


19I3t 


I910f 




260,675,803 

138,370,220 
68.298,200 
60,781,698 
51,317,351 
37,749.100 
34,.^23,500 
29,093,000 
22,602,700 
30,103,717 
9,240,.W0 
24,400,700 
21,981,047 
14,975,282 
5,000,0001 
4,409,200 


258,830,450 
152,824,990 
67,072,000 
65,159,123 
49,883,152 
47,230,563 
43,354,100 
33,583,216 
21,317,857 
20,288,300 
10,155,500 
13,076,700 
12,118,004 
8,802,499 
8,762,100 
3,471,000 


337,288,000 
185,250,340 
66,795,950 
80,498.694 
112,560,717 
59.464,630 
68.574.700 
34,574,700 
22,542,783S 
21.153,312 
23,975,:W0 
14,733,800 
13,290,463 
7,529,900 
9.957,2201 
5,513,000! 


182,928.500 
59,782,440 
49,489,800 
45,353.450 


Minneapoiis 

KMsaBCity 




MUwaukee 


29.500,846 






Louisville 

Cincinnati 

IndiuupoltB 


11,423,652 
11.290.165 
10,490.125 


Ctevdand 

Detroit 


2,685.406 
2,407,668 


Little Roci: 


948,000 


Total 


si:i,M-.iH,s 


s-J,'i-i,.v>i 


I,(HB,6()2,902 


524,979,033 



J.: 
t 



N. Y. ProduDii E 



B. Annual Raport { 1 
Finliwrim 
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During the decade ending in 1913 the annual receipts of 
grain at Chicago increased 40 per cent., at Minneapolis 47.8 
per cent., and at Kansas City and Milwaukee 52 per cent. 
The grain receipts at Duluth underwent the even more rapid 
increase of 172 per cent., those at Omaha 128 per cent., and 
those at Indianapolis 174 per cent. On the contrary the 
quantity of grain annually received at St. Louis, although it 
was in 1913 exceeded only by the receipts at Chicago, Min- 
neapolis and Duluth, increased but 17 per cent, during the 
decade. The increases at Louisville, Cincinnati, Wichita and 
Little Rock were likewise small, and the annual receipts at 
Peoria, Toledo, Cleveland and Detroit declined somewhat. 

CSompetition Between Primary Markets. — Each primary 
market ordinarily obtains its supply of grain from a particu- 
lar grain-growing section or sections. There is, however, ac- 
tive competition between the various markets because there is 
no large district which does not have the alternative of ship- 
ping its grain to several markets, and because the grain which 
is ordinarily shipped to a particular center may in case of 
manipulation of prices or extraordinary demand move to some 
other primary market. The relation between different pro- 
ductive areas and primary grain markets is shown in Map 
No. V. The graiti from location No. 1 usually moves to 
Minneapolis and Duluth, but the railroad carriers are so situ- 
ated that in case prices for any reason get out of range the 
grain will move to Chicago. Grain produced in section No. 
2 is ordinarily shipped either to Chicago or Milwaukee, but 
slight price variations at times draw the output of the western 
portion to Minneapolis or Duluth. Region No. 3 is tributary 
to Milwaukee and to various smaller markets such as Ashland, 
Manitowoc or Green Bay. The grain produced in district 
No. 4 may move either to Kansas City, St. Louis, Omaha or 
Chicago. Territory No. 5 may ship either to Chicago or St. 
Louis, and the grain from territory No. 6 usually moves to 
St. Louis, but may move to Chicago in case prices are badly 
out of line. Region No. 2 A ordinarily ships its grain to 
Chicago or Milwaukee, but may also ship to other primary 
markets north or south, and the grain produced in the area 
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designated 4 or 5 ordinarily moves to Kansas City, St. Louis, 
or Chicago, but may, likewise, go to other primary markets. 
The grain produced in district No. 7 usually moves either to 
Detroit or Toledo. 

The competition between the primary markets is of spe- 
cial importance to the growers and local shippers of grain, 
for it affects the prices which they receive. In practice the 
prices at the various primary markets do not remain out of 
parity for a long period of time because certain dealers or 
"arbitrageurs" buy or sell at any of the grain exchanges with 
a view to making a profit out of such price difTeTCDces as occa- 
sionally occur, but their ability to conduct such transactions 
on a large scale, even though no actual ehipmout of grain may 
be made, depends upon the ability of nuraerou3 producing 
regions to ship grain to any one of several primary markets. 

Fnnctiona of Primary Karkets.— By concentrating a large 
part of the country's available grain supply, the primary mar- 
kets of the interior make possible an organized grain market. 
They are equipped with large terminal elevators wliere grain 
may be stored, cleaned, mixed and otherwise handled, where it 
may be properly inspected, graded and weighed, and from 
which it may readily be shipped to all parts of the world. 
They are equipped with organized exchanges where grain may 
at all times be bought and sold in accordance with established 
rules, and where speculation may be conducted in an orderly 
manner. By concentrating large quantities of grain and by 
providing a continuous market, they facilitate the maintenance 
of a world's price for grain. The primary markets, more- 
over, that are important milling or malting centers, provide 
a final market for some of the grain which is concentrated 
in them. 

Shippii^ Boat«a. — The quantities of grain shipped out of 
the principal primary markets in 1910 is shown in Table IV. 
The primary markets as a whole have in recent years shipped 
from 60 to 65 per cent, of their receipts, the remainder being 
locally consumed. The proportion of the receipts shipped out 
of Chicago, Duluth, St. Louis, Kansas City. Omaha and Pe- 
orift is, however, greater than the average for all the primary 
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EXPLANATION OF NUMBEHS ON MAP. 

1. Tributary, aa a Keoeral rule, to Minneapolia and Duluth. At ez- 
tnordiiuuT tiniM wheat from this territory movea to Chicago. 

2. Wheat (rom this location tnovea to either Chicaco or Milwaukee. 
At tlmeg. however, western portion will go to Minneapolia or Duluth. A 
portion of the territory ia extremely close and a alight variatioD will take 
it away from one market to aoother. 

3. Wheat from thi» location ia natur&lly tributary to Milwaukee, Aah- 
Umd, Manitowoc, or Green Bay. 

4. Wheat from thia location ia tributary to Kansas City, St. Louis, or 
Oiicago. A alisht variation in prices will take it away from one market to 
another. 

B. Territory ia tributary to either Chicago or St. Louia. Any alieht 
VMiationa in the market will pull (rom one to another. 

6. Thia territory tributary to St. Louia, unlcaa Chicago market ia out 

7. Wheat from thia territory aa a general rule goes to Detroit or Toledo. 
2A. Wheat from thia section moves primarily t<i Chicago or Milwaukee, 

but ii alao quite liable to go to other markets north or south. 

4 or S. Wheat from thia section moves primarily to Kanus City, St. 
Louia, or Chicago, but may go to other markets. 
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markets, while in the case of Minneapolis, Louisville, Ciacin- 
nati, Toledo, Cleveland, Detroit, Wichita and Little Rock it 

is less. 

The shipments may reach the seaboard and interior mar- 
kets of the East over various routes: (1) The grain may 
move over the all-rail route, for all the eastern trunk lines 
conduct a grain-carrying business. (2) It may move east- 
ward over the lake-rail route. Much grain is regularly trans- 
shipped from railway cars and elevators to lake carriers at Chi- 
cago, Milwaukee, Duluth and various smaller transshipment 
points on Lakes Superior and Michigan, and after arriving 
at Buifalo or other minor grain-receiving ports such as Erie, 
Ogdensburg or Fairport, is again transsliipped from the lake 
to the rail carriers. (3) It may move to the East over the 
lake-canal route, the grain being transshipped to Erie Canal 
boats or barges at Buffalo. (4) At certain Lake Michigan 
points grain is transported across the lake by so-called "transit 
lines." ' Two classes of vessels are used in the transit service, 
one consisting of ordinary grain vessels which transship grain 
in bulk through elevators from various points on the western 
to various points on the eastern shore of Lake Michigan, and 
the other of car ferries which carry across the lake in railroad 
cars loaded with grain. In either case the grain is carried 
to the eastern markets by rail. The shipping points include 
Milwaukee and smaller ports such as Manitowoc, and the re- 
ceiving ports include points such aa Ludington, Muskegon, 
Frankfort and Grand Haven, Michigan. (5) Certain quanti- 
ties of American grain are exported to European markets via 
the Lake — St. I^^wrence River route. Montreal is one of the 
largest eastern grain ports, receiving over 50,000,000 bushels 
annually. Most of these receipts, however, consist of Ca- 
nadian grain, the export of American grain through Canada 
in 1914 amounting to only 0,821,000 bushels.' 

The all-rail shipments predominate at those primary mar- 

"'GtbIii Movement in the Great Lakes Region," Bureau of Sta- 
tistics (Department of Agriculture), Bulletin 61, pp. 30-31. 

'Be-eiports of foreign grain aa reported in the Annual Report 
of tiie Dominion of Canada on Trade and Navigation (1914), p. 217. 
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kets which are not located on the Great I^akcs^ and also at 
Chicago, which is so situated that the railroads need not make 
a lengthy detour in order to reach the eastern grain markets. 
The shipments from Chicago respectively by lake and rail 
are shown in Table III. The lake-rail route predominates at 
the various lake shipping points extending from points north 
of Milwaukee to Duluth, for at these points the lake-rail route 
has a pronounced geographical advantage. At Milwaukee the 
shipments are more evenly divided between the lake and rail 
routes. The volume of grain transshipped eastward via the 
Erie Canal has steadily declined in recent years, less than 
9,500,000 bushels being shipped from Buffalo by canal in 
1913, and less than 4,500,000 bushels arriving at tidewater 
over the canal route. In that year the total grain receipts at 
New York, the largest seaboard market, aggregated 94,625,- 
020 bushels, 37,551,450 bushels arriving via the all-rail route, 
including the grain transshipped across Lake ^Michigan by 
the transit lines, 48,893,125 via the lake-rail route, 4,371,700 
by canal, and 3,808,745 by various river and coastwise water 
routes.* The average freight charges per bushel of wheat 
from Chicago to New York have during the years 1900 to 
1913 varied from 9.60 to 11.70 cents on the all-rail route, 
from 6.02 to 7.01 cents on the lake-rail route, and from 4.42 
to 6.68 cents exclusive of Buffalo charges on the lake-canal 
route.* 

The movement from the primary markets to the seaboard 
markets of the Gulf is mainly an all-rail movement. Small 
quantities are shipped southward on the Mississippi-Ohio 
River system, but since 1903 such shipments have not ex- 
ceeded 400,000 bushels annually. 

miling^m-transit. — Much grain shipped to mills is han- 
dled on so-called milling-in-transit privileges, the carriers 
granting a through rate to final destination even though the 
grain is unloaded en route and converted into flour and food- 
stuffs. Certain precautions are taken to avoid the abuse of 

* New York Produce Exchange, Annual Statislical Report (1913), 
p. 9. 

•Statistical Abstract of the U. S. (1913), p. 297. 
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the privilege, for the through rate rightfully applies only to 
such weights of flour and foodetuffs as are the cquivaleDts of 
the grain to which the privilege was extended subject to rea- 
sooahle allowances for natural shrinkage in weight resulting 
from milling. The milling-iii-transit privilege in case of inter- 
state shipments is subject to supervision hy the Interstate 
Commerce Commission. It may be granted free of charges 
other than the regular freight rates, or special charges may be 
collected, but the Commission has ruled that such charges 
must be reasonable and that no unfair discriminations or 
fraud may legally be practiced in its administration. 

The Seaboard Harkets. — The grain receipts and exports of 
the principal seaboard markets are shown in Table V. On 
the eastern seaboard there are New York, Baltimore, Phila- 
delphia, Boston, Portland (Maine) and Newport News; on tlie 
Gulf, New Orleans and minor grain -shipping ports such as 
Galveston, Mobile, Fort Arthur, Sabine and Fensacola; and 
on the Pacific Coast, Puget Sound porta, San Francisco and 
Portland, Oregon. Grain is also exported by lake through 



TABLE V 
Rzczirae and Expobtb or Grain* at Lsadino Seaboabd MABSBTst 





ReccipU att 




Market 


1905 


1910 


1913 


from 1913 


New York 

Baltimore 

Philadelphia 


86,678,816 
31,230,770 
24,091,231 
24,747,307 
31,023,070 
16,45fl,697 


54,149,556 
20,993,895 

17,372,275 
13,666.996 
12,008,000 
19,350,616 


90,9M,97S 
57,299,815 
35,978,020 
32,12S,79« 
21,564,ftt8 
15,491,915 

31,279,150 


41,'907,000 
41,665,000 
10,185,000 
6,856,000 
19,016,000 
5,030.000 
5,883.000 
10,055,000 


New Orleans 

8an FranciHco 

Puget Sound 

Portland, Ore 


14,607,500 



* loeludM «ba*t, oom, buinr. <>■(■ ud rye. 

t FVom New Vock PrgduDB Ettbuagt. Adbu*I SUtiaUoa RBports; U. 8. Hoothly 
BmBmuyofCommanguiimuiun; U.S. Commsmc and NaTiiatiaD EtapwtdVU); 
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the Welland Canal and via the St. Lawrence River from Chi- 
cago, Duluth, Detroit and other Great Lake ports. 

The large eastern seaboard markets distribute grain 
throughout the East, export grain to foreign markets, and act 
as ports through which grain exported from the interior is 
shipped abroad. To accomplish these functions they are 
equipped with terminal elevators and organized grain ex- 
changes in much the same way that the primary markets are 
equipped. Their principal grain business is gradually becom- 
ing one of domestic distribution rather than of foreign ex- 
ports, for the entire grain-export trade of the United States 
has declined from 378,686,000 bushels in 1900 to 193,786,000 
in 1913. The European War lias caused a temporary in- 
crease in exports, but the home needs for grain and flour have 
during the twentieth century increased more rapidly than 
the country's grain crop. 

The Pacific seaboard markets, in addition to domestic dis- 
tribution and foreign exportation of grain, also act as pri- 
mary, and, in many instances, as local grain markets. As 
was described in the previous chapter, the system of grain 
marketing on the Pacific Slope differs widely from the system 
prevailing east of the Rocky Mountains. There are no pri- 
mary markets in the interior of Washington, Oregon and Cali- 
fornia, the grain being shipped directly from the local ship- 
ping points to the seaboard markets over rail or river routes. 
It is there sold to local consumers, is distributed to western 
markets by rail or coastwise carriers, or is exported to Euro- 
pean and Oriental markets. Some Pacific Coast grain, chiefly 
barley, is shipped to the eastern markets of the TTnited States, 
and it is possible that somewhat larger quantities will be 
shipped to those markets now that the Panama Canal has 
been opened to sea-going vessels. 



Activities and Management of Terminal Elevators 

No mechanism of the primary grain markets is so im- 
portant as the terminal elevator system. It has indeed been 
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stated that "the history of the primary market has been the 
history of the terminal elevator systems," 

The Fnncticau of Terminal £levaton. — ^The terminal ele- 
vators are the country's greatest grain storehouBes. Their 
principal function is to provide storage facilities for much of 
the vast quantities of grain which are sold by the growers 
during the months immediately following the harvesting sea- 
sons and most of which cannot find storage in the relatively 
small country elevators. Public terminal elevators store grain 
for their owners who are mainly grain dealers, and also for 
any other persons who desire to store grain subject to the 
charges and conditions imposed by tlie state, the grain ex- 
changes and the elevator companies. Private elevators — those 
connected with mills, malt houses, linseed oil companies and 
other industrial concerns or grain interests and not open to 
the public — ^also store great quantities of grain for the con- 
cerns which own or operate them. 

Terminal elevators, moreover, facilitate the shipment of 
grain, for many of them have both rail and water connections 
and all of them are so connected with the railroads tliat cars 
arriving from or destined to any part of the country can 
readily be switched to or from tlicm. The elevators are so 
equipped that grain in bulk can rapidly and at little cost be 
loaded into or unloaded from railroad cars or vessels. Some 
of them are specially constructe<l to transfer grain from rail- 
road car to lake vessel or in the opposite directions. They 
also facilitate the inspection, grading and weighing of grain, 
and some of them the cleaning, drying and mixing of grain. 
They promote the work of the grain exchanges and the vari- 
ous functions of primary markets which were previously men- 
tioned, (See page 5(i.) The central elevators located at 
inland transfer points such as Buffalo, and at the seaboard 
markets, perform the same functions as those located at the 
primary markets of the interior, but in some cases their prin- 
cipal use is the transfer rather than the storage of grain. 

Constraction and Capacity of Terminal Elevators. — In or- 
der to perform their various functions expeditiously it fol- 
lows that the terminal elevators must be larger than the conn- 
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try elevators from which they obtain their supply of grain, and 
that they must be equipped with a view to handling and 
storing larger quantities of grain. Twenty-two of the ele- 
vators of Chicago, for example, have a storage capacity of one 
million or more bushels each, and one of them has a capacity 
of three and another of five million bushels. Terminal ele- 
vators are designed in widely varying ways, and many of those 
built during the last decade are models in design, equipment 
and construction. They are variously built of steel, concrete, 
brick and stone. Their equipment may be driven with elec- 
tricity or steam, they may receive railroad cars alongside or 
within tunnels, and their storage bins may be provided within 
the main structure or partly within annexed storage tanks or 
towers. They are variously equipped with hoppers, endless 
chain carriers, belt conveyors, power shovels, grain spouts, 
scales, cleaning machines, dryers, blowers and scouring plants. 

The total elevator capacity of Chicago is nearly 59,000,000 
bushels^ of Minneapolis nearly 41,000,000, Duluth over 32,- 
250,000, Milwaukee 15,500,000, St. Ix)ui8 12,000,000, and 
Kansas City 11,250,000. Buffalo, being the principal point of 
transfer for lake grain, has an elevator capacity of over 
22,000,000 bushels. The elevator capacity of the eastern sea- 
board markets is less than that of the primary markets of 
the interior, because their need for vast storage capacities is 
smaller. Not only do they handle smaller quantities of grain, 
but much of the grain exported merely passes through their 
elevators as a means of transfer from railroad car to ocean 
carrier. The elevator storage capacity of New York is 11,- 
305,000 bushels, of Baltimore 5,100,000, of Xew Orleans 5,- 
180,000, and of Philadelphia 4,388,000. 

Elerator Ownerrfiip.— Prior to 1887 the public elevators 
of Chicago were mainly owned or operated by the grain-carry- 
ing railroads and by warehousemen. In either case they were 
operated by concerns whose sole interest in them was the 
warehousing or transfer of grain. About 1885, however, 
the railroads made rules permitting the sale of grain in the 
cars. They allowed twenty-four hours for inspection and sev- 
enty-two hours for its removal from the cars, and their former 
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demurrage charges were discontinued. The amount of track 
selling and selling by sample, and the volume of grain passing 
through Chicago without being unloaded then became so large 
that the railroads centering at Chicago and owning elevators 
and other expensive terminal properties there were confronted 
by a threatening situation. At the same time the southwest 
movement of the winter wheat and com districts and the 
movement of export grain to the Gulf began to favor St. Louis, 
and the newer markets of the trans-MissiEsippi Yallej, and 
the northwest movement of the spring wheat belt favored 
Minneapolis and Duluth. The railroads centering at Chicago, 
fearing the Interstate Commerce Act, which was enacted in 
1887, and the probability of hostile public sentiment, did not 
feel able to return to the old regulations which had practically 
compelled the storage of grain in their terminal elevators. 
They therefore decided to sell or lease their terminal elevators, 
as well as such country elevators as they owned, to various 
central grain dealers. Since it would be to the interest of 
these dealers botJi as grain dealers and as elevator concerns 
to fill their elevators with grain, the position of Chicago &s a 
grain market and the grain traffic of the railroads would be 
maintained. By 1894 the shifting of public elevators from 
railroads and warehousemen to grain dealers had been largely 
accomplished, and thereafter the elevator concerns controlled 
a large share of the grain trade of Chicago. 

At present most of the public elevators in other primary 
markets as well as in Chicago are operated by large grain 
dealers. Some elevators are still operated by concerns which 
are primarily in the business of iCarchousing, and Ihe rail- 
roads, also, operate some of the public elevntors at the pri- 
mary and seaboard markets and at transshipment points. 
Railroad owncrKliip is eoaiiiicd mainly, though not entirelj', to 
large transfer elevators used to transship grain to or from 
railroad cars, lake vessels, canal boats and ocean carriers. 

In addition to the public elevators, there are many pri- 
vate elevators whicli do not conduct a public ' warehousing 
business. They are owned and operated principally by flour 
and grist mills, malting, cereal food, linseed, yeast and other 
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industrial concerns, and by grain dealers who use them solely 
in their own grain business. 

Since the elevators at the primary markets are owned or 
operated by a relatively small number of warehousemen, most 
of whom are grain dealers, the amount of competition within 
any one of the primary markets is smaller than it was in the 
past, when the bulk o{ the grain stored in the elevators was 
owned by a large number of dealers who did not own elevator 
properties. The amount of competition has, moreover, at 
times been further controlled at some of the primary markets 
and transshipment points by the formation of elevator asso- 
ciations, pools or combinations.^ That such cooperation has 
been generally practiced at all the large grain markets, or that 
it has had a general effect upon grain prices, has not been 
established. The reduced competition within the individual 
grain markets is largely counterbalanced by the competition 
which exists between the primary markets. 

Begnlation by the States. — Public terminal elevators are 
in some states subjected to state regulation in much the same 
manner that the charges and services of common carriers are 
publicly controlled. The railroad and warehouse laws of Miii- 
nesota define public elevators as "all elevators or warehouses 
located within the switching limits of St. Paul, Minneapolis 
and Duluth, and other points in the state which are now or 
may hereafter be designated as terminal points in which grain 
is received for storage in bulk, and that of different owners 
mixed together or so stored that the identity of the different 
lots or parcels is not preserved.^' ^ In Illinois public elevators 
are divided into three classes, the extent of public regulation 
varying for the different classes. Class "A'' includes all ware- 
houses and elevators located in cities of at least 100,000 in- 

^8ee Proeeedings of N. Y. Barge Canal Terminal Commission, 
vol. i; ''Grain Exchanges," Hearings before House Committee on 
Boles on House Besolution 24, Mar. 3-7, 1914; Testimony taken by 
Interstate Commerce Commission Oct. 15, Nov. 23, 1906, in matter 
of Belations of Common Carriers to the Grain Trade, Senate Docu- 
ment 278, 59th Cong., 2d Sess.; and Beport of Bureau of Corpora- 
tions on Transportation by Water, Part II. 

'General Statutes, Minnesota (1913), chap. 28, Sec. 4435. 
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habitaots and in which grain is stored in bulk, and grains 
of different owners are mixed together^ or their identity is 
lost. Class "B" includes all other elevators and varehooses 
where grain is stored in bnlk and is mixed together; and 
Class "C" inchides all other elevators and warehonses where 
property of any kind is stored for pay.^ The grain inspection 
and weighing law of Missouri defines public warehouses as 
"all buildings, elevators or warehouses located in any territory 
wherever grain inspection and weighing may be established 
by the state board of railroad and warehouse commissionerB, 
in accordance with the provisions of this article, owned or 
operated, or which hereafter may be owned or operated by any 
person or persons, association, co-partnership or corporation 
and used for storing, transferring, handling or mixing the 
grain of different owners." ' The three definitions given serve 
to illustrate that public elevators are more comprehensively 
defined in some states than in others. All the definitions, 
however, include the elevators of primary grain markets in 
which grain of different owners is stored in bulk and mixed so 
that its identity is lost. 

The methods and extent of ike control exercised by ti© 
states over public terminal elevators varies. It is a common 
practice, however, ( 1 ) to prohibit all discrimination in charges 
and services; (2) to require public elevators to receive all 
grain offered to the extent of their capacity, subject to reason- 
able exceptions as to damp, musty or other grain not in proper 
condition for storage; (3) to prohibit the mixing of different 
grades or otherwise transferriug grain belonging to persons 
other than the proprietors of the elevators; (4) to require the 
licensing of public elevators and the bonding of elevator con- 
cerns; (5) to require the posting of elevator charges at stated 
times and to prohibit their increase during the following year ; 
(6) to permit grain owners and inspectors to examine stored 
grain at any reasonable time; (?) to establish the lien which 
the warehouseman has on stored grain in case of failure to 
pay storage or other lawful charges; and (8) to place the 

•IllinoiH Statutes (1913), chap. 114, Sec. 8965. 

* InBpection and Weighing Act of April 12, 1907, Sec. 7025. 
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public elevators at the primary markets under the general 
supervigion of the state railroad and warehouse commission, 
public utilities commission, or other public authority, as to 
maiimum elevator charges, the establishment of grades and 
grading rules, inspection and weighing fees, licensing and 
bonding, rules for the receipt, care and delivery of grain, 
rules for the issue, registration and cancelation of ware- 
hoTise receipts, and certain other matters affecting the grain 
trade. 

(9) Public terminal elevators are commonly required to 
post or publish a weekly statement of the amount of each kind 
and grade of grain in store at the close of the previous week, 
and to file a similar statement with a specified public oflicial. 
Each public warehouseman is also required to make a daily 
report to the same official of the following information : 

The amount of each kind and grade of grain received in 
store in such warehouse on the previous day, also the amount of 
each kind and grade of grain delivered or shipped by such 
warehouseman during the previous day, and what warehouse 
receipts have been canceled, upon which the grain has been 
delivered on such day giving the number of each receipt, the 
amount, kind and grade of grain received and shipped upon 
each, also how much grain, if any, was so delivered or shipped 
and the kind and grade, for which warehouse receipts had not 
been issued and when and how such unreceipted grain was 
received by them, the aggregate of such reported cancellations 
and delivery of unreceipted grain, corresponding in amount, 
kind and grade with the amount so reported delivered or 
shipped. They shall also, at the same time, report what re- 
ceipts, if any, have been canceled, and new ones issued in their 
stead as herein provided for. And the warehouseman making 
such statements shall, in addition, furnish the card registrar any 
further information regarding receipts issued or canceled that 
may be necessary to enable him to keep a full and correct 
record of all receipts issued and canceled, and of grain re- 
ceived and delivered.^ 

A copy of the daily report of grain shipments required in 
Chicago is shown in Form No. 1. 

' lUinoU Statutes (1913). 



AORICtTLTTTEAL COMMERCE 



(10) A common requirement is that the grain received at 
and shipped out of the public terminal elevatore shall be 
graded and the inspection certificates issued exclusirel; by 
state grain inspectors.' 

(11) The weighing of grain at the elevators is ordinarily 
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placed under state control to some extent. The scales are 
usually subject to state inspection, ami the masiraura weigh- 
ing charges regulated by law or authorized public authority. 
In some states the grain bought and sold at ttie primary mar- 
' See chap. Kiii, 
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cmtrriFiGATE. 
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kcte Ib weighed by, and weight certiQcatua are issued by, etate 
weighmaetcrB. Form No. 2 (.-oiitaiiis llic ruproiluvtiou of a 
weight certificate such as in issued by the stato of Missouri. 




(18) The weighmasters or grain inspectors are in some 
states required to make reports, either on tlie back of the 
weight certificate or on a separate blank, showing tlie condi- 
tion of the grain cars weiglied. A reproduction of the "report 
of defective and leaky condition of cars" required from the 
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deputy weighmofiters at Chicago by the State Grain Inepec- 
tioQ Departmeot of IlliDois is contained in Form No. 3. 

(13) Public grain elevators are commonly required to 
issue elevator or "warehouse receipts" covering all the grain 
pnblicly stored in them. The grain states usually have laws 
either penoitting or requiring the issue of negotiable or trans- 
ferrable warehouse receipts, and in some states the receipts are 
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WAIEBOnSE REOSTRAR OF GRAEN FQR THE CITY OF CRICAGD 



Very ,r,^coia\\M^JJ'C 

This Order MUST BE Q/P^^jU 
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FoBu 6 (front) 

n^otiable unless plainly marked otherwise. Upon the presen- 
tation of properly indorsed negotiable receipts which were 
issued for grain stored in bulk and mixed with other grain of 
the same grade so as to lose its identity, the clevRtonucn are 
required to deliver grain of the grade specified in the receipt. 
When, however, grain is stored in special bins so as to retain 
its identity, and in some states such bins must be provided 
when requested by owner of the grain, a special warehouse re- 
ceipt is required and the grain delivered must be the identical 
grain for which the receipt was issued. 

The grain states penalize severely the fraudulent issue of 
varehonse receipts, but for further precaution some of Jhem 
in addition require that they shall be registered with a^tif^e. 
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grain registrar at the time of issue, and be canceled by him 
upon delivery of the grain which they represent. The public 
elevators of Cliicago are required to report all reeeipta issued 
within twenty-four hours to the State Registrar upon Form 
No. 4. They are prohibited from delivering any grain upon 
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Buch receipts unless they are stamped or plainly marked 
"registered for cancelation," and after the grain has been de- 
livered the elevatorraen are within twenty-four hours re- 
quired to report the canceled receipts to the Registrar on 
Form No. 5. The grain, moreover, may not be delivered be- 
fore it has been "inspected out" of the elevator by a state grain 
ini^Mctor, who acts upon receipt of an "order" from the Regis- 
;ttjl* (Form No. 6). Should it be desired to reissue any out- 
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standing receipts, or "split" them, i. e., Issue several new for 
one outstanding receipt, the old receipts must be duly can- 
celed and must be reported to the Registrar on Form No. 7. 
The form of warehoiise receipts is in some states fixed by 
law. The warehouse receipt acts of Minnesota (1913) and 
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Illinois (1907), for example, provide that the receipts shall 
contain the following provisions : 

1. The location of the warehouse in which the grain 
is stored. 

S. The date of issue, 

3. A consecutive number. 

4. A statement whether the grain received will be de- 
livered to bearer, to a specified person, or to a 
specified person or his order, 

5. The rate of storage charges. 

6. A description of the goods or packages stored. 

7. Tlie signature of ths warehouseman or his agent. 
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8. If the receipt is issued for goods of which the ware- 
houseman is owner, either solely or jointly or in 
common with others, the fact of such ownership, 

9. If negotiable, a statement of advances made and lia- 
bilities for which the warehouseman claims a lien. 

These statutes provide that other provisions may be con- 
tained in a warehouse receipt, but that such provisions may not 
be in violation of any laws of the state and may not release 
the warehouseman from the exercise of reasonable care. In 




Form S 



addition to the direct requiremenis of the Illinois statute, the 
elevators of Chicago were by order of the Railroad and Ware- 
house Commission, issued September 7, 1911, required to 
print or stamp upon their receipts the words : "This receipt 
should be reported and registered with the Registrar of the 
Illinois Grain Department of the Railroad and Warehouse 
Commission within 24 hours after its issue." 

A typical St. Louis negotiable warehouse receipt, showing 
state registration and cancelation, is reproduced in Form 
No. 8. 

Kegulatioii by Grain Exchanges.— The terminal elevators 
of the primary markets are regulated not only by the states, 
but also by the grain exchanges under whose auspices most of 
the grain trading at these markets is conducted. While ele- 
ctor rales of the exchanges differ, those of the Chicago Board 
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of Trade may be regarded as typical. The exchange rules 
applicable in Chicago divide public elevators into two classes : 
(1) regular elevators, the grain of which is deliverable upon 
Chicago Board of Trade contracts, and (2) elevators not regu- 
lar, the grain of which is not so deliverable. In order that 
elevators may be declared regular they must conform to the 
following code of rules : 

1. Their proprietors or managers must be of unques- 
tioned financial standing and credit. 

2. Regular elevators must be so situated that they may be 
conveniently approached by vessels of ordinary draft and must 
be connected with one or more eastern railroads. 

3. They must be provided with modem receiving, 
handling and shipping appliances. 

4. They must cooperate with the warehouse receipt regis- 
tration system provided by law. 

6. They must promptly report damage to grain in store. 

6. In case of change of condition or evasion of Board 
requirements, they may at any time be removed from the list 
of regular elevators. 

7. Certain special rules are provided for elevators storing 
flaxseed. 

8. Regular elevators must permit duly authorized ex- 
change conmiittees to examine their books and records in 
order to ascertain the stock of grain and flaxseed in store. 

9. Their warehouse receipts must not voluntarily be 
made regular for delivery upon other exchanges. 

10. All grain received in or shipped out of them must be 
weighed by the official Board of Trade weighmaster. 

The Board of Trade may in case of emergency declare any 
elevators, vessels, or other places in Chicago suitable for 
storage to be temporarily regular. It has also fixed the maxi- 
mum storage charges of regular elevators ; it regulates the life 
of the warehouse receipts accepted for regular deliveries; it 
publishes the incomes of all regular elevators ; and it posts any 
irregularities which may arise. 

The Board operates a "Grade Sampling and Seed Inspec- 
tion Department,^' which in cooperation with the state grain 
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inapectors, as far as practicable, obtaiDs s&mples of all graded 
grain stored in elevators or^ arriving in cara. It maintainB 
standard grain samplcB, it takes up with the State Inspection 
Department any instances of improper grading of grain which 
it may discover, and it grades flaxseed in accordance with 
grades and grading regulations adopted by the Board. 

The Chicago Board of Trade also maintains a Weighing 
Department and a Custodian Department, both of which are 
under a Chief Weighmaster and Custodian. The former de- 
partment weighs the grain shipped into and out of the ele- 
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vators and isaues weight certificates. The custodian service 
which has been esteuded to nearly all important elevators 
keeps a record of Board of Trade weights, issues certiiicatea 
showing the weight of grain unloaded from cars into elevators, 
prevents the 'loading out" of grain until the elevator manager 
surrenders the properly indorsed certificates for cancelation, 
and cancels certificates to cover the amount of shrinkage inci- 
dental to the handling, cleaning and clipping of grain and any 
variations between the weight of grain at the time it is un- 
loaded and when it is shipped out of the elevators. Copies of 
the weight and custodian ccrHficatcs issued under the juris- 
diction of the Chicago Board of Trade are reproduced in 
Forms 9 and 10. 
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The extent to which terminal elevators are regulated by 
the grain exchanges depends somewhat upon the amount of 
control exercised by the states. When the states perform the 
weighing, inspection, and grading of grain, and the registra- 
tion of warehouse receipts, and when they extensively regulate 
the form of warehouse receipts, the keeping of records, the 
filing of reports, and the liabilities, duties, and facilities of 
elevators, the elevator rules of the exchanges are less compre- 
hensive than in states where there is little public control. 

It is for this reason that the exchanges at the seaboard 
markets regulate the grain elevators in greater detail than do 
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the exchanges at the primary markets of the interior. The 
New York Produce Exchange, for example, provides in- 
spectors to perform the inspection and grading of grain, 
weighmasters to do the weighing, and a registrar to keep ac- 
count of the issue and (cancelation of tlie receipts issued by 
regular elevators and of all grain received and delivered at such 
elevators. The exchange establishes the grades and grading 
rules of the port; it regulates the mixing of grain; it provides 
for daily elevator reports, for the examination of stored grain 
by its owners or by inspectors, and for immediate notice of 
grain in poor condition. 

The form of warehouse receipts, which in many of the pri- 
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mary markets is established by state laws, is in New York 
determined by the Exchange. Instead of one general ware- 
house receipt for grain stored in bulk and the identity of 
which is lost, various forms are issued in New York. ' The 
regular New York receipt for graded grain stored in indi- 
vidual elevators is sliown in Form No. 11, and is similar to 
receipts required in the western grain states. A different re- 
ceipt is issued when graded grain is delivered into a "system" 
of two or more elevators operated by one warehouse concern. 
Such a receipt, a reproduction of which is shown in Form 
No. 12, does not specify the particular elevator in which the 
grain is stored. A third kind of warehouse receipt is issued 
for grain stored in the transfer elevators owned by some of 
the railroads centering at New York. This receipt, a copy of 
which is reproduced in Form No. 13, permits delivery aSoat 
at elevators' option and is issued in accordance with an agree- 
ment between the New York Produce Exchange and the rail- 
roads. 

Ttienl Begnlation. — Elevators used in connection with 
the interstate transportation of grain are subject to control by 
the Interstate Coninierco Commission. In practice the Com- 
mission has confined itself mainly to the prevention of undue 
discrimination in so-called elevator allowances, which the rail- 
roads sometimes pay to elevator conc-erns at transfer points 
for the transshipment of grain. The allowances may be in 
the form of so much per bushel or one hundred pounds of 
grain handled, of a lease of railroad elevators to the concerns 
free of charge or at favorable terms, or in some other form. 
The United States Supreme Court lias upheld the payment 
of reasonable allowances for services rendered, but the Inter- 
state Commerce Commission has (he power to prevent undue 
discrimination in the ])ayment of any allowances for elevation, 
transfer, mixing, cleaning, clipping, drying, weighing, storage, 
'loading out," or other interstate elevator service.' 

Sources of Elevator Frofts. — The income of the terminal 
elevator concerns is derived from different sources. As public 

*See 222 U. S. 42. For I. C. C. UeeisionB »cc 12 I. C. C. Rep. 112, 
16 I. 0. C. Bep. 3E6, 17 I. C. C. Rep. 183, and 18 1, C. C. Rep. 664. 
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warehoueemen tliey are paid storage charges, the maximnm of 
which ie limited by the states or by the grain exchangee. At 
Chicago, for example, the maximum charges are 1 cent per 
bushel for the first ten days and ^ of a cent per day there- 
aft«r. Grain stored in public elevators at some markets may 
also be placed into separate bins upon request of the grain 
owner, in order that it may be cleaned, mixed, dried or other- 
wise improved, ahd the warehousemen are entitled to pay for 
such services. The income from this latter source is small, 
however, because grain owners seldom avail themselves of this 
privilege. The profits of the warehousemen, who deal ia 
grain, are mainly derived from the sale, storage and handling 
of grain which is owned by them. As grain dealers they ob- 
tain a profit by purchasing grain at one price and selling it 
at a higher price. They also mix grain in their private ele- 
vators or in private bins, so as to raise the grade of a part 
of the poor grades of grain purchased from the farmers or 
country dealers. Grain stored in elevators is subject to at 
least two inspections — an "in-inspection" at the time it is 
loaded into the elevators, and an "out-inspection" at the time 
it is "loaded out" — and this practice enables the grain deal- 
ers to make a profit by mixing the grain in the elevators. 

The mixing of grain under conditions of fair inspection 
and grading is not wholly objectionable, for it benefits farmers 
and dealers alike by providing a market for the lower or "off 
grades" of grain. The cleaning and drying processes, more- 
over, may at times result in a real improvement of the mixed 
grain. It is objectionable, however, when under condi- 
tions of careless or unfair inspection and grading, exorbitant 
profits result. It is objectionable, also, when the low grades 
of wheat are unfairly scoured so that "the evidence of some 
of its imperfections, such- as sprouts, mold and must, are 
removed or disguised and unsound wheat is made to appear 
better than it really is. The miller prefers to have the grain 
come to him in its natural state, so that he can more readily 
see the character of the wheat that he is buying." ' The evils 

'"Wheot and Flour Prices from rarmer to Coiuumer," Bureau 
of Labor Statistic e, p. 32. 
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of unfair mixing are gradually diminishing as the state in- 
spection and grading at the primary markets is being im- 
proved. 

Profits may also result from undue "dockage'* in weight 
to cover impurities in the grain purchased from farmer or 
country dealer. Not only may the screenings resulting from 
cleaning in the terminal elevators be sold, but in the past there 
have been instances in which the weight of grain shipped out 
of a primary market was greater than that of the grain re- 
ceived. In the course of a decade, the grain shipments out of 
one of the western primary markets exceeded the receipts by 
over twenty-six million bushels. The evils of undue dockage 
have now been mainly prevented, for dockage at present is 
more strictly controlled by the state grain inspectors or the 
grain exchanges. 

There are many banks which readily accept terminal ele- 
vator receipts accompanied by insurance policies or certificates 
as collateral for loans. The elevator concerns may, therefore, 
by storing grain which they own in their terminal elevators, 
obtain funds with which to purchase more grain and in that 
way increase their profits as grain dealers. To protect these 
profits against loss resulting from destruction by fire they 
insure the grain. To protect them against loss resulting from 
fluctuation in prices they "hedge'* in the speculative market 
by selling future contracts to cover grain which they have on 
hand, and buying future contracts to cover grain which they 
have contracted to deliver but which they have not as yet 
purchased.^ 



The Puechase and Sale of Grain at the Primaby 

Markets 

Though some of the grain shipped to the primary markets 
is disposed of by private sale, the grain trade in these markets 
is largely conducted in accordance with the trading rules of 
the grain exchange. The grain consigned to the primary mar- 

^For discussioii of hedging, ace chap. vii. 
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kets for sale may be sold a Dumber of times before it finally 
reaches the consumer. It is sold by the country elevator com- 
panies to the central elevator concerns and other grain job- 
bers or deaJers, to exporters, or to consumerB. All of the 
grain, except that sold by the country elevators to consumers, 
is again sold by the central elevator concerns, exporters and 
other grain dealers. Thereafter it may be repeatedly sold, for 
there are grain dealers and speculators who buy and sell 
whenever the market warrants, or seems to warrant a profit. 
The negotiable warehouse receipts of the terminal elevators, 
which represent actual grain or the delivery notices which 
specify warehouse receipts when properly indorsed may 
change hands many times before the grain is shipped out of 
the elevators. 

The Purchase of Grain from Country Elevaton. — The 
grain shipped to the primary markets by line elevator com- 
panies is mainly sold on the floor of the grain exchange by 
their own representatives. That shipped by independent, local 
dealers, by fanners' cooperative elevator companies, individual 
farmers or other local shippers is usually sold through central 
commissionmen who also do moat of their selling on the ex- 
change. The commissionman receives a commission of so 
much per bushel, in the case of wheat, rye or barley 1 cent, 
and of com or oats J cent, as determined by the grain ex- 
change. His chief services are the selling of the grain con- 
signed to him and the safeguarding of his customers in all 
matters incident thereto, such as inspection and grading, 
dockage, weighing, freight charges, switcliing, storage and in- 
surance. He also is a means of supplying country elevators 
with credit, for he commonly permits them to draw against 
him for as much as 90 per cent, of the value of the grain con- 
signed to him, TTie country dealers do this by attaching to 
the railroad bills of lading, drafts drawn on the commission- 
man, and depositing them in country banks. Sometimes, the 
commissionman also advances funds to' country elevator con- 
cerns upon an open at^count, without requiring the deposit of 
collateral. Having sold and delivered the grain consigned to 
him, the commissionman renders an Account of Sales to the 
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country shipper, Form No. 14, indicating & typical account 
rendered for grain sold "on track." 

The grain shipped by the country elevators is sold hy using 
any one of three kinds of grain contracts. (1) It may be sold 
on a "to arrive" contract, i. c, in accordance with the rules 
of the exchange it may be sold before it has actually arrived 
at the primary market. The country shipper obligates him- 
self to ship suificient grain within fifteen days to fill the con- 
tract which was previously made. (2) It may be disposed of 
by an "on track" sale, upon its arrival in the primary market. 
In this case the grain is sold in carlots after it reaches the 
primary market, the cars being then switched to the terminal 
elevators or to other points within the switching limits of the 
market. (3) The country elevator concern may choose to 
store its grain in the public elevators of the primary market, 
with a view to obtaining a better price than rules at the time 
of its arrival. When the owner of the grain directs, it is sold 
"in store," delivery being made by indorsing to the purchaser 
the negotiable warehouse receipt which was issued when the 
grain was placed in the elevator. 

The grain arriving at the primary markets from the coun- 
try elevators is mainly sold to the terminal elevator companies, 
many of whom arc grain dealers. It is also sold to millers, 
especially in markets where the milling industry is im- 
portant, to malsters and cereal food manufacturers, to central 
grain dealers who are not warehousemen, to exporters, and in 
case of flaxseed, to linseed oil manufacturers. 

The Sole of Oraia Stored la Terminal Elevators.— Tlie 
grain which is stored in the public elevators of the primary 
market becomes the basis of a continuous grain trade, con- 
ducted under the rules of the grain exchange. While the 
stored grain does not leave the elevator every time the ware- 
house receipt passes from one dealer to another, it is at some 
time sold to millers or other consumers, to seaboard grain 
dealers, or exporting companies located eitlier at primary or 
seaboard markets. Terminal elevator concerns may also be- 
come exporters of grain. In which case they offer the grain for 
saJe on foreign exchanges, or fill orders received from abroad. 
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The methods of selling the grain which ha^ left the hands 
of the countTT shippers and is stored in the terminal elex'ators 
at the primary markets are various. (1) It may l>e sold 
through brokers on the exchanges in the primary markets 
upon payment of prescribed brokerage commission cliargos. 
Such sales mav be made for immediate or future delivery, and 
they may be made by sample, by grade, or by sample and 
grade combined. 

(2) The grain stored in elevators in the primary markets 
may be sold on the seaboard exchanges. The terminal ele- 
vator companies have certain brokers representing them in the 
seaboard markets, the brokers being supplieil with samples of 
the standard grade of wheat, c\>rn and other grains which 
they are instructed to sell. The brokers in this way sell some 
of the grain placeil at their disposal to millers who are repre- 
sented on the port exchanges, but more of it to eastern dis- 
tributing and exporting grain dealers. The dealers who dis- 
tribute grain throughout the East and who obtain most of 
their supply in this way, sell the grain mainly to millers and 
to local grain and feed concerns by means of salesmen and 
mailing cards. They usually sell the grain in transit and 
then reconsign the cars to the buyers from the railroad rei*on- 
signment points to which the carloads of grain had originally 
been shipped. 

The eastern grain exporters, who also obtain most of their 
supply from the terminal elevators of the primary markets, 
fill foreign orders or sell their grain through brokers on the 
exchanges of the leading British and Continental Euroiwan 
grain markets. Having received notice of acceptance, they 
contract for ocean freight with steamship lines or chartered 
ocean carriers, and at the time of shipment they contract for 
marine insurance to protect the grain which they are export- 
ing. 

(3) Grain which is exported directly from the primary 
markets by the terminal elevator concerns or by exporting 
companies is sold through brokers on the European exchanges 
in the same way that the grain exported by eastern dealers 
is sold. A primary market exporter may arrange on a com- 
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mission basis to have a seaboard exporter insure and store his 
grain awaiting shipment, contract for ocean freight and 
marine insurance and otherwise see that the grain is properly 
forwarded.' There are also regular forwarding agents at the 
ocean ports who, upon payment of a commission, will see that 
hie grain is forwarded to destination, or he may have a 
salaried representative at the port through which he ordinarily 
exports. 

(4) Some grain is also sold privately in the central mar- 
kets. 

Factors Ikfldbnoinq Grain Prices 

Since the great volume of the available grain of the United 
States is concentrated at the primary markets of the interior, 
the prices paid at those marketK determine the prices paid at 
the thousands of country grain markets, at the seaboard mar- 
kets, or at any of the interior markets to which the grain is 
shipped for final consumption. 

The prices paid to the farmers at the local markets do not 
in every instance follow the primary market with minute pre- 
cision. They do not fluctuate as frequently during the course 
of a day as do the primary market prices; neither are the 
price margins which the local buyers allow themselves every- 
where identical. The country prices follow the primary mar- 
ket prices more closely, and the difference between them is 
narrower at local markets where several buyers compete than 
at non-competitive points. Usually, however, the country 
price is lower than the primary market price by the amount 
of the freight charges from the local to primary market, and 
a price margin of a given number of cents per bushel, which 
the country buyer deducts to cover elevator expenses and yield 
a profit.' 

The direct influence of the growers ordinarily affects the 
price which they receive at particular local markets only in 

'8. Harris: "Methods of Marketing the Grain Crop," The An- 
nail of the American Academy of Political and Social Science, Sept, 
leil, p. 57. 

'For price niarginn tee chap, iii, pp. 3d, 40, 41. 
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so far as they may depress the price margin which the local 
buyers deduct from the primary market price, by withholding 
their grain or by organizing a cooperative elevator. If a great 
number of growers Bystematically withheld their grain at 
many local markets, their action would affect the price level 
at the primary markets, but thus far most of the grower3 have 
not stored the bulk of their grain longer than three raouthB 
after the harvesting season, and their cooperative companies 
have never been able to dictate primary market prices. The 
growers, however, exert an indirect influence upon the price 
paid at the primary markets, in that the cost of producing 
grain, the cost of hauling it to the country elevator, and their 
profits affect the supply of grain which in the long run 
is produced. Unless the primary market price is such as 
to permit the payment of a country price sufficiently high to 
yield a rcai^onablc profit, the farmers will produce less grain, 
and the resulting decline in the supply will inevitably force 
up the entire level of grain prices. 

The prices paid at Ike seaboard and interior markets 
to which grain is shipped from the primary markets are also 
based principally upon tlie primary market prices. As the 
country prices are lower, so the seaboard prices are higher 
than the prices paid at the primary markets by the amount 
of the freight rates ' to tidewater plus certain additional sums 
per bushel to cover handling expenses and the eastern grain 
dealer's trade profit. Thus when No. 2 red winter wheat, 
during March, l'J14, sold at from 92J to 9C| cents per bushel 
in store at Chicago it sold at from 105 to 100 per bushel 
f. o. b. afloat at New York. The tidewater prices do not 
fluctuate with the primary market prices with exact precision, 
for seaboard markets also have elevators which may be filled 
with grain, and exchanges where prices may be temporarily 
manipulated. The seaboard markets being more closely de- 
pendent upon the exjKirt trade, moreover, are influenced by 
the prices paid on the leading European exchanges to a greater 
extent than are the primary markeU of the interior. 

Primary market prices are determined largely by condi- 

' Far frei){ht rates, tee p. 59. 
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tions of supply and demand. When the supply of grain is 
relatively large the price level is low, and when the reverse 
condition prevails the price level is high. The price deter- 
mining supply is not the supply available at any particular 
primary market, not that available at all the primary mar- 
kets, nor even that of the whole United States, for the grain 
market is a world's market and the prices paid at the primary 
markets are influenced to some extent by the grain crops of 
the world. The term supply, moreover, includes different 
conceptions, all of which influence the price level. The actual 
supply is, of course, that portion of the crop which leaves the 
fanner and enters the grain trade. But prices arc influenced 
during and after the harvesting seasons by the total produc- 
tion of grain ; after the harvesting seasons by the visible sup- 
ply — the amount of grain in elevators, warehouses, railroad 
cars, vessels and other places where it is available for trad- 
ing purposes; during the planting season by the acreage 
planted; and during the growing season by the reported con- 
dition of the crops. Conditions of frost, drought, floods, 
rainfall, grain pests, the opening of new farming regions, the 
use of fertilizers, land values, the rotation of crops and the 
relative use of laud for different varieties of grain, for live- 
stock, dairy farming or other purposes, and, until the enact- 
ment of the tariff act of October, 1913, the import duties on 
grain and flour, were considerations of supply. 

The place where the various conditions of supply are con- 
sidered is on the great grain exchanges. Indeed, it may be 
said that grain prices are determined at the primary markets 
only partly in accordance with the actual supply of grain ex- 
isting at any particular time. They are determined largely in 
accordance with the judgment of the hundred.'* of buyers and 
sellers of grain trading on the grain exchanges, as to how 
large the yield of the coming crop will be. There is prac- 
tically always an element of the future in the determination 
of grain prices. 

It is also on the exchanges of the primary markets that 
the demand for grain takes concrete form. The price-deter- 
tn'in'ing demand is, likewise, one that is nation-wide and 
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world-wide, and it is affected by mauy considoratiouB such as 
the condition of tlie money market, the state of htisincss pros- 
perity, the growth of population, the shift of population from 
country to city, the import tariffs of foreign countries, con- 
ditione of war or peace, and the degree of competition or com- 
binatioD existing within and between the primary markets. 

There are other <;on«ideratiou9 Ixisidcs supply and demand 
which influence primary market prices. The relative prices 
at the ditForont markets arc influenced to some extent by the 
cost of transporthig the grui'i t" the seiilxiard and to other in- 
terior and foreign markets. It is partly because of differences 
in the freight rates to tlie sealward that when on July 3, 1914, 
No. 3 red winter wlieat sold at 81] to 82 cents per bushel in 
Chicago, the price in St. Ijouis was 77^ to TSJ cents and in 
Eansas City 74J. Prices are influenced also by conditions of 
quality, for they are regularly quoted in terms of varieties 
and grades. The marketing and carrying costs also influence 
the prices paid at the primary markets, i. e., the charges for 
storage, weighing, grading, inspection, etc. While individual 
dealers cannot obtain higher prices than their competitors 
because their marketing and carrying costs are higher, the 
prices paid in particular primary markets and in all the pri- 
mary markets combined must be sulTLcient to cover costs and 
yield a prolit. Grain prices are also influenced by forces such 
as the volume of gold production, the extensive use of credit 
instruments, the conditions of the money market, and the 
state of businoss prosperity. Those arc forces which influence 
prices generally and are not peculiar to grain,* e-xeept that the 
last-mentioned factor influences grain prices lesn tlum the 
prices of cotton, crude minerals and other industrial materials, 
or of most manufactured commodities. 

Grain prices are at times subject to manipulation on the 
exchanges, but so large is the volume of grain annually bought 
and sold, and so extensive is the competition between the pri- 
mary markets, that the effects of any artificial manipulation 
which is not in accord with fundamental conditions of supply 
and demand can only be temporary. In one sense all grain 

> Set chap. zvii. 
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prices are the products of manipulation becauge they are con- 
stantly being adjusted to the level which in the judgment of 
the grain trade is warranted by the future crop. Manipula- 
tion, in the narrower sense, however, has but temporary effects 
on the price of grain. The relation between speculation and 
grain prices is fully discussed in Chapter VII, 

All of the various price factors are, in their present and 
future aspects, considered on the grain exchanges. The com- 
bined judgment of the multitude of buyers and sellers who 
transact business on the exchanges determines the price of 
grain paid in the primary markets. 

The inspection and grading of grain, the relations between 
the speculative exchanges and the sale of grain, and the 
financing of grain crops and movements, since they are sub- 
jects which are not confined to the grain trade, are discussed 
in subsequent chapters. 
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CHAPTER V 

THE LOCAL COTTON MARKET 

The local cotton trade affords a second eiample of how a 
farm product produced over wide areas by thousands of grow- 
ers is sold by the producers and begins its journey to its con- 
sumers. Tlie cotton crop of the United States is produced 
by about 1,700,000 growers, ginned by 25,000 ginneries, stored 
at 2,fi00 public storage places, consumed by 2,100 consuming 
establishments, and is handled by many transportation con- 
cerns, local buyers, merchants, factors, exporting houses and 
brokers.* The methods of purchasing the cotton crop from 
the growers, owing to differences in the nature of the com- 
modity, the weaker financial condition of many of the growers, 
the greater importance of the foreign market, the location of 
many cotton mills in some of the growing districts, and to 
trade custom, differ somewliat from tliose described in connec- 
tion with the grain trade. 

ThB CoTTON-aROWING BeLT 

While the area of the cotton-growing region is smaller 
than that of various grain -producing districts, it has been 
gradually extended westward from the Carolina seaboards to 
western Texas and Oklahoma. It includes the region south of 
an irregular line drawn from southeastern Virginia through 
the western part of Nortli Carolina, the southern part of Ten- 
nessee and Missouri, the northern part of Oklahoma and the 
southeastern part of New Mexico, a distance of 1,500 miles in 
length and 500 miles in width (See Map No. VI), Smalt 
quantities of cotton have also in recent years been grown on 

•U. 8. Census: Cotton Proauction 1913, Bulletin No. 125, p. 64. 
94 
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the irrigated lands of Arizona and California. The total cot- 
ton acreage of the United States has in the past few years 
ranged from 34,250,000 to nenrly 37,.')OO,0OO' acres. 

The total cotton crop as reported by the United States 
Census Office has in ruccnt years ranged from a minimum of 
10,462,000 running bales in the season 1909-1910 to a maxi- 
mum of 16,109,000 in the season 1911-1913.' In the latest 
crop season (1913-1914) for which details are now available, 
Texas produced over 28 per cent, of the total crop of the 
United States, Georgia IG per cent., and the other important 
cotton-producing states in the relative order of their crops 
were Alabama, South Carolina, Mississippi, Arkansas, Okla- 
homa, North Carolina, Louisiana and Tennessee, The total 
crop of the season, including linters, aggregated 14,614,000 
running bales." 

Commercial and Oei^raplilcal Clauificatioa. — The cotton 
belt and crop may be variously classified from the standpoint 
of geographical location and varieties of cotton produced. In 
the broadest sense tlie United Statts produces two general 
varieties of cotton : (1) sea-island cotton, the growth of which 
is confined to limited areas near the coast of South Carolina, 
Georgia, and Florida and to adjacent islands, and (5) upland 
cotton, which is grown tliroughout the remainder of the cot- 
ton belt. The former yields a fine, strong, silky staple or 
fiber from IJ to 2 J inches ' in length. Having a fiber e.weed- 
ing 1^ inches average length, it is distinctly America's long 
staple cotton, and is used for the making of the finest grades 
of yarn, clotli and laoe, for mercerizing, for mixing with silk, 
and for other purposes requiring a fine variety of cotton. 
Since the average crop of sea-island cotton is the equivalent of 
hut 75,000 hales of 500 pounds each, 25,000 bales of which are 
ordinarily exported, American cotton mills have been obliged 
to use certain varieties of long-staple upland cotton for the 

■ U. 8. Bureau of SUtistits <Dept. of Agriculture) : The Agri- 
cultural Outlook, May £2, 1014, p. 13. 

* Bound bslcB countcil as half -bales, U. B. Codhus Bulletin No. 
116 (1912), p. 24. 

* U. S. CeuBUB Bulletin No. 125, p. 9, 

* U. 8. Tariff Boari], Cotton Manufactuiea toV \, -e, ^. 
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same purposes, and also to import long-ataple cotton from 
Egypt. Upland cotton comprises over 99 per cent, of the 
entire cotton crop of the United States. Its staple is on the 
whole somewhat coarser and its length varies from § to 1^ 
inches. 

Botanically there are a great many varieties of upland 
cotton, varying in productiveness, time of maturity, size of 
boll, length, strength, fineness and color of staple, ability to 
resist wind and rainstorms, appearance of the plant, and in 
other respects. The United States Department of Agriculture 
has classed the different varieties of upland cotton into eight 
groups or divisions — big-boll, long-staple cluster, semicluster, 
early or short limb, Feterkin or Rio Grande, and intermediate 
types — and under each group there are many varieties.' 

Commercially, all varieties of American upland cotton are 
bought and sold, on the great speculative exchanges, as "up- 
land" cotton. In the spot markets of the South, however, and 
among cotton merchants and spinners, upland cotton is vari- 
ously subdivided into additional classes or types : 

(1) Thus in the narrower sense "Atlantic upland" cotton 
is produced in the eastern cotton states, — North and South 
Carolina, Georgia, Florida, Virginia, and parts of Alabama 
and Tennessee. It is the "short staple" cotton of the United 
States, its floss varying from f to 1 inch in length. (3) 
"Gulf" or "Western" cotton is grown in the basin of the Mis- 
sissippi River and in the Gulf cotton states. (3) "Texas" cot- 
ton is produced in Texas and Oklahoma. Both Gulf and 
Texas cottons, which are frequently grown in the same 
regions, have a staple of from 1 to 1^^ — usually liV inches — 
in length. (4) Certain medium long-staple cottons most of 
which are known as "benders," "rivers," "peelers," "creeks," 
or "quarter" cottons are grown in the bends of, or near the, 
Mississippi, Arkansas, White and Red rivers in Mississippi, 
Louisiana and Arkansas, mainly on a strip of land about 75 
miles wide and 200 miles long locally known as the Mississippi 
Deltas. The length of the staple of these cottons varies from 

'5e« "Varietiee of American Upland Cotton," Bureau of Plaint 
IndQBtry, Bulletin No. 103. 
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l^to li inches and averages about IJ inches.^ Small quanti- 
ties of long-staple upland cotton are also produced in various 
counties of Tennessee, Texas, Georgia and the Carolinas. It 
is estimated that in 1914 the total crop of long-staple cotton, 
other than sea-island, somewhat exceeded 400,000 bales of 1-^ 
inch cotton or 1,000,000 bales of IJ inch cotton.* There are 
DO sharply defined geographical limits within which the vari- 
ous types of upland cotton are grown. It is for this reason 
that the various cotton regions are not sharply defined in the 
accompanying map (No. VI), Ordinarily about 50 per cent 
of the upland cotton consists of "Atlantic upland," 45 per 
cent. "Gulf" and "Texas," and 5 per cent, of long-staple varie- 
ties or types.' 

In addition to sea-island and the various types of upland 
cotton, from three to six hundred thousand bales of so-called 
"linters" are annually marketed. Linters is the short fiber 
obtained by reginning cottonseed before the oil is extracted in 
the cottonseed oil mills. It is used in upholstering, in manu- 
facturing mattresses, comforts, batting, felts, cushions, wad- 
ding, pads, absorbent cotton, guncotton, niter powder and 
writing paper, and when mixed with shoddy it is used in 
making low-grade yams, wrapping twine, rope, and lamp- and 
candle-wicks.* 

World's Production of Cotton. — The cotton belt of the 
United States produces over 60 per cent, of the world's cotton 
crop available for mill consumption. The cotton grown in 
India and China, two of the heaviest foreign producing coun- 
tries, consists mostly of coarse short-staple varieties. That of 

'U. S. Census Bulletin No. 116, p. 18; U. S. Bureau of Plant 
Industry, Bulletin No. 163, p. 33; A. R. Marsh: "Cotton Exchanges 
and Their Economic Functions," The Annait of the Ameriran Acad- 
emy of Political and Social Sci&nce, Sept., 1911, p. 265; tl. S. Bureau 
of Plant Industry: Farmers' Bulletin No. 591, p. 16. 

■XJ, 8, Bureau of Crop Eatimates; The Agricultural Outlook, 
Feb, 6, 1915, Farmers' Bulletin No. 651, p. 13. 

*A. R. Marsh: "Cott«n Exchanges and Their Economic Func- 
tiona," The jlnnols of the American Academy of Political and Social 
Science, Sept, 1911, p. 265. 

•"Supply and Distribution of Cotton" (1913), U. B. Census Bul- 
Jetin No. 117, p. 14. 
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Egypt is of excellent quality, but scarcely begins to satisfy the 
demand of the world's cotton miile for high-grade long-staple 
cotton. The remainder of the world's crop available for mill 
consumption is widely ecattered from Bussia, Turkey and 
Persia, to Mexico, South American countries, the West Indies 
and colonial Africa. The close dependence of British and 
European cotton mills upon the American crop has caused 
various British, German, French, Belgian, Dutch, Portuguese, 
Spanish and Italian associations and organizations to promote 
the culture of cotton in the colonies of their respective coun- 
tries and elsewhere. The annual crop of colonial cotton has, 
indeed, grown from G3,473 bales in 1905 to 102,890 in 1912.* 
The relative importance of the American cotton crop, however, 
may not be measured solely by its volume; the poor quality 
of the cotton grown in some of the principal foreign cotton- 
producing countries still obliges the manufacturers of the iiner 



TABLE VI 

World's PKODncnoN of Cotton fob Mill Consumption* 
(f n bales of 500 pounds net u>eishl) 



Country 


1905-6 


1910-11 


1911-12 


1913-14 


Percent, 
of Total 
1913-14 


United States 
India 

ifi£;:::;:: 

Russia 

Brawl 

Mexico 

Peru 

Persia 

Turkey 

Others 


10,340,000 
2,519,000 
1,181,000 
41.5.000 
585,000 
258,000 
125,000 
55.000 
47,000 
107,000 
100,000 


11,104,000 
2,722,000 

1,506,000 
775,000 
981,000 
280,000 
147,000 
95,000 
117,000 
105,000 
195,000 


15,013,000 

2,270,000 
1,463,000 
625,000 
939,000 
275,000 
130,000 
100,000 
120,000 
124,000 
210,000 


13,545,000 

3,801,000 

1,470,000 

1,200,000 

1,004,000 

420,000 

150,000 

110.000 

140,000 

130,000 

286,000 


60.9 
17,1 
6.6 
5.4 
4.S 
1.9 

l!3 


Total 


15,732,000 


18,027,000 


21,269,000 


22,255,000 


100.00 



'Bureau of StatistiCB (Department of Agriculture): 
cultural Outlook, Mar, 18, 1914, p. 42. 
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gradee of yarn and cloth in Europe to import the bulk of 
their supply from the American «itton belt. 

The Tjocal Handlino and Shipment op Cotton bt 
Growers 

Qiiuiiiig^ and Baling. —Ordinarily the first step in the 
marketing of cotton is to haul it from the farma to the 
gin. Growers who have obtained advances from local mer- 
chants or other persons, with the growing cotton as security, 
are sometimes required to haul the picked cotton, before it is 
ginned, to the scales of these merchants to have it weighed, 
and obtain credit at the market value. In any event, how- 
ever, the "seed-eotton" — cotton witli lint attached to seeds — 
is taken to some one of the 35,000 ginneries to have the 
seeds removed and the lint baled. Usually about two- 
thirds of the weight of seed-cotton comprises seed and one- 
third lint. Eli Whitney, by the invention of the cotton gin 
and subsequent inventors by its improvement, made pos- 
sible the development of the cotton industry to its present 
vast proportions, for the gin has completely displaced the old 
hand method of separating the seed from the lint. Ginning 
has undergone great changes and improvements since the con- 
struction, in 1793, of the first gin suitable for upland cotton. 
Mechanically, the gin has developed from the hand gin, which 
daily ginned half a modern bale per man, to the old planta- 
tion gin which increased the quantity to several bales, and 
then to the centralized high-power gin which commonly gins 
and hales from 50 to 75 bales daily and in some cases as much 
as 250 bales in a day.' Two main types of gin are in use at 
present: the roller gin and the saw gin. The former, which 
was in use long before the Whitney saw gin was invented, is 
used for ginning sea-island cotton, the seeds of which are loose 
in the lint. The latter is used to gin upland cotton, the seeds 
of which are removed only with difficulty. It consists of a 
series of saws attached to revolving cylinders, which draw the 
lint through the openings or slits of steel plates. 
- - 'C. W. Burkett and C. H. Poe: Cotton, p. 221. 
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The management of the gins has also undergone changes. 
The original hand gins were operated on the farms, and when 
power gine came into use each large plantation continued to 
operate its own plant. The cost of purchasing, operating, 
and repairing power gins which were used but a small part 
of the season, proved to be too expensive for the smaller farms 
into which most of the large plantations were broken, and the 
plantation gins were largely displaced by high-power central 
ginneries. Most of the growers now take their seed-cotton 
to large well-equipped stationary ginneries and pay the opera- 
tors for their ginning and baling services. Some of the large 
plantations, however, which are owned by individuals, cor- 
porations or syndicates are equipped with power gins of their 
own. 

The large ginneries are frequently unable to gin and bale 
all the cotton immediately after it is received by them. They 
therefore issxic "gin tickets" against the production of which 
they will eventually deliver the baled cotton. These tickets 
are frequently accepted by local banks as the basis for the 
advance of funds to cotton buyers.' 

The ginneries pack the lint cotton into loose rough bales. 
The usual "square" gin bale of upland cotton known as the 
"flat" or "plantation" bale has dimensions of about 54 by 27 
by 36 inches and a gross weight of about 500 pounds. Some 
upland cotton is also baled into "round" bales which are about 
3 feet long, 20 inches in diameter, and weigh about 250 
pounds. In the season of 1912-1913, round bales of upland 
cotton which are commonly counted as half-bales, comprised 
but 81,528 as compared with 13,373,998 square bales. Sea- 
island cotton is usually packed into bales 80 inches long, hav- 
ing a diameter of 32 inches and weighing about 390 pounds.' 
The average gross weight of square upland cotton bales in the 
season 1912-13 was 508.7 pounds, round bales 253.9, and 
sea-island bales 381.9. Broadly speaking the standard Ameri- 

'J. J. Arnold: "Financing of Cotton," The Annati of the 
American Academy of Political and Social Science, Sept., 1911, 
p. 2S3. 

■U. a. Census Bulletin No. 95, p. SZ. 
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can bale weighs 500 pounds and is generally so regarded in 
domestic markets. On the settlement of contracts in the 
foreign trade, however, "the standard for cotton from Texas 
and Arkansas is usually fixed at 530 pounds ber bale, that 
for all other Gulf cotton, including Alabama and Oklahoma, 
at 510 pounds, while that from other sections is fixed at 500 
pounds." ' 

At a small percentage of the gins, the baled cotton is com- 
pletely covered with bagging, but usually a space on each side 
of the bale remains exposed, for before the bale is shipped 
to its final destination it is recompressed into a smaller, more 
compact bale. The amount of tare — bagging and iron bands 
— used at the ginneries varies from 19 to 24 pounds, or from 
3.8 to 4.8 per cent, of the gross weight of a 500-pound bale. 

Local Storage and Hauling. — The seed-cotton is hauled to 
the gins by the growers in open wagons. After being baled 
it may be sold at the gin, it may he stored, it may bo con- 
signed to a factor for sale at some larger cotton market and 
shipped to him by rail or water, it may be hauled directly to 
a nearby cotton mill, it may be taken to a local railroad station 
or steamboat landing for sale, or it may be taken back to the 
farm. The bales are often subjected to rough and careless 
handling. At the railroad stations and markets they are some- 
times piled on open platforms or even on the ground, and 
when taken back to the farms they arc sometimes left out in 
the open, unprotected from rain or farm animals. One source 
of great waste in the cotton trade is gradually being elimi- 
nated by the construction of a greater number of protected 
storage places. When cotton is stored in recognized ware- 
houses, whether by growers or buyers, warehouse receipts arc 
issued. Such receipts are used by some growers to obtain 
loans from banks in order to avoid the sale of their cotton 
at low prices, and by cotton buyers to obtain funds for the 
financing of their transactions. 

At some time or other most of the cotton is hauled to local 
shipping points. The hauling is done mainly by the growers, 
although in exceptional instances it is done by hired freighters. 

' 17. S- Bareaa of CbrporationB; Cotton Tare, p. 4. 
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Cotton being a more valuable commodity than grain, it may be 
hauled in smaller loads and the hauling cost is of relatively 
smaller moment. In 1906 the Department of Agricultnre 
stated that for the United States as a whole the average cost 
of hauling cotton from farms to shipping points was about 
80 cents per bale, and the average load a fraction more than 
three bales.' The average cost per hundred pounds in that 
year ranged from 9 to 23 cents in the various eotton-growing 
states, and the average disfance to shipping points from 7.9 
to 15 miles. In 1915 the average load was reported to be three 
bales and the average dJEtance to market somewhat less than 
it bad been nine years earlier.* 



Sale op Cotton by thb Grovfbb 

Cotton may be sold either after it is ginned or as seed- 
cotton. The former practice prevails almost universally in 
the United States, for the sale of "cotton in the seed is a sort 
of game of chance based on the law of averages," "The prac- 
tice of selling cotton in the seed is confined almost exclusively 
to the western end of the cotton belt. The better class of buy- 
ers base their calculations of lint percentages in making their 
offers for cotton on the comparative yield from day to day of 
lint to seed in their own gin or the one which they patronize. 
As a result the farmer who grows a better variety yielding a 
higher percentage of lint gets only the average price, and the 
one who grows a 'sorry' variety will in most cases receive 
some of the benefits that belong to his more progressive neigh- 
bor." * 

There are various methods by which the growers sell their 
cotton crop, for they are affected by the financial condition of 
the growers, the existence of different kinds of buyers, the 
number of available storage houses, the amount of cooperation 
among the growers, the prevailing price, the ease or difficulty 

*U. S. Bureau of Statistics, Bulletin No. 49, p. 21. 

■Bureau of Crop Eatimatcs, FarmerB' Bulletin No. 672, p. 12, 

'U. S. Department of Agriculture Ybbt Book (,1912^,^. «£iV 



104 AGRICULTURAL COMMERCE 

of reaching the large cotton markete or the cotton mills of the 
South, the prevailing custom, the intelligence of the growers 
and by other considerations. During the slave days the cotton 
grown on large plantations was usually consigned directly to 
the cotton factors or commissionmen located at the large sea- 
ports such as Charleston, Savannah, and New Orleans, the 
grower paying a commiBBion for the sale of his cotton and 
also handling and shipping costs such as cartage, freight, 
storage, insurance, weighing, compressing and repairing bag- 
ging- 

This method continued for a time after the Civil War, 
but with the break-up of most of the plantations into smaller 
farms, many of the small landowners and tenants had insuf- 
ficient marketing knowledge or were unable to assume the 
responsibility of consigning their cotton to distant factors. 
The old method, although it did not disappear entirely, was 
largely displaced by a system of numerous middlemen. The 
small growers frequently sold their crop to a local merchant 
at the county seat or other local town, and the cotton then 
passed successively through the hands of a commissionman 
at the state capital, a dealer at the seaport and a New York 
exporting concern.* 

At the present time the farmers sell their cotton in differ- 
ent ways, and, as will be seen in the following chapter, the 
local buyers in turn dispose of their purchases variously. 

1. Sale to Local Uerchants.-— Id parts of the eastern 
cotton belt — in the states of the South Atlantic seaboard where 
58.7 per cent, of the farms in 1910 comprised less than fifty 
acres and where some of tJie growers are financially weak— a 
portion of the cotton crop is still sold to local merchants, 
bankers or landlords or through them as commissi onmeu. The 
system is a remnant of the conditions which followed the 
break-up of the large plantations. The weak financial condi- 
tion of some of the small landowners and especially the small 
tenants, not only obliges or induces them to sell their cotton 
immediately after it is harvested, but it causes them to pledge 
the growing crop with local merchants for an advance of 

'O. W. BuTkett sod C. H. Poe : Cotton, p. 78. 
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needed implements, supplies, livestock or funds. The loans 
are usually obtained from local merchants, but sometimes 
from local bankers, or in the case of tenants, from landlords. 
The tenants of large landowning corporations or S3nadicates 
sometimes obtain advances from general merchandise stores 
Tvhich are operated by those concerns. In any case, the 
growers who obtain the advances, which may amount to 30 
or 40 per cent, of tlie eetimated value of their cotton crops, 
must settle with the merchant, banker or landlord when their 
cotton ia sold. They may sell the cotton to the merchants 
who in many cases are cotton buyers, or they may sell it 
through them oil a commiesion basis, but they receive merely 
the balance due after the merchant's loans are repaid. 

This method is necessarily an expensive one. The growers 
are obliged to pay interest on the loans which they obtain, 
and since the merchants in turn frequently borrow from banks, 
the interest charges paid by the growers are usually high. If 
they sell to the local merchants a dealer's profit is' deducted 
from the price which they receive. If they sell through 
them they are obliged to pay a commiesion of about $1.00 per 
bale. If they store the cotton with the merchant they are 
obliged to pay a storage charge of 50 cents a bale. The sys- 
tem, moreover, induces them to sell their crop as soon as 
possible, i, e., during the harvesting season when prices are 
frequently at their lowest level. The method is gradually 
declining in importance, for the growers are becoming finan- 
cially stronger, other buyers are appearing at the local mar- 
kets, and the cooperative farmers' unions are in some instances 
providing other means for obtaining loans and for storing 
cotton in warehouses. 

2. Sale to Exportii^ Eonses and Cotton Broken. 
— The practice which prevails the most widely throughout 
the Gnlf states, Texas and Oklahoma, but which is also be- 
coming common in the eastern cotton belt, is the direct sale 
by the grower to the agents of large exporting houses and 
other cotton-buying firms or brokers who ship the cotton 
abroad or to tlie northern mills. The large exporting houses 
have their main olfices at New York or New OtVeasa, *sA. 
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branch offices at some of the priDcipal cotton-trading centers 
Buch as Galveston, Memphis, Atlanta, Savannah, and Houston, 
and if the main oflice is in New York, they also have a branch 
office at New Orleans. Orowers in the immediate vicinity of 
these cities sell their crop at these branch offices, but the 
usual practice is to sell it to local agents who are sent through- 
out the cotton-growing districts. Tlic large exporting con- 
cerns have local representatives at the larger interior towns 
or interior point* of concentration who buy cotton directly 
from the growers who haul it there. The trading at some of 
the larger interior markets is done in accordance with the rules 
of local cotton exchanges. Since much cotton is sold at these 
points by local merchants and commissionmen as well as di- 
rectly by farmers, and as they perform various other functions, 
they will be more fully described in the following chapter. The 
large exporting houses also send traveling buyers to many 
local markets to purchase cotton directly from the growers at 
the gins, the railroad stations, steamboat landings, local ware- 
houses and cotton yards, or at growers' premises. Some of 
them have more than one hundred local representatives and 
traveling buyers to purchase from the growers and local deal- 
ers all the cotton they are able to obtain at current prices. 

The smaller cotton-buying firms or brokers also purchase 
much cotton directly from the farmers through local buying 
agents, but they do most of their buying only after they have 
obtained orders from the spinners or their representatives. 
Having booked the cotton for future delivery they instruct 
their buyers to purchase the required quantity at prices suffi- 
ciently low to yield a trade profit. 

3. Sale to Southem Hills. —Since 1903 the mills lo- 
cated in the cotton-growing states have consumed more Ameri- 
can cotton than the mills located in the New England and 
other northern states. During the year ending August 31, 
1914, the total cotton consumption of the southern mills, in- 
cluding imported cotton, amounted to 3,023,415 running bales 
(counting round bales as half-bales) while those of all other 
states amounted to 2,861,318 bales.' The takings of American 

'Aa reporteil ly U. fl. Censiia, m Bulletin No, 128, p. 8. 
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cotton in the southern and northern mills were respectively 
3,037,308 and 3,513,623 bales.' In parte of North and South 
Caroliufi, Georgia and Alabama where most of the southern 
mills are located and to a smaller extent in Tennessee, Mieeie* 
sippi, Texas and Virginia, some growers sell their cotton 
directly to the spinners. The southern spinners obtain 
much of their supply from growers and local merchants who 
sell directly at the mills, and some of them also send buyers 
through the districts which grow cotton suited to their par- 
ticular needs.* The sale of cotton by growers to local mills ia 
the most direct method of selling cotton in existence and or- 
dinarily yields to the growers the highest profits. The south- 
em mills, being in competition with buyers who ship cotton 
abroad or to northern mills, are obliged to pay such prices as 
market conditions warrant. The sales being direct, all selling 
costs are in some cases avoided ; in others there is a weighing 
charge of from 10 to 25 cents per bale, but at most the mar- 
keting costs do not exceed 50 cents per bale. 

4, Consignment to Cotton. Facton, — Some growers, in- 
stead of selling their cotton to local buyers, consign it to com- 
missionmen or factors at the larger interior points of concen- 
tration or at the ports. The factors who handle cotton for 
growers, local merchants and others may sell the consignments 
immediately, and charge a commission of say one dollar per 
bale for their services. They may also insure the cotton, place 
it in storage, and make an advance of from 60 to 75 per cent, 
of its market value to the owner. At times they make advances 
to farmers with the growing crop as security. A part of the 
funds used to make advances ia obtained from banks which 
accept storage receipts as security for loans.' Since most of 
the growers sell their crop at the local markets, the central 
commissionmen handle less cotton for growers than for mer- 
chants and other local buyers. 

'Aa reported hy the Secretary of New Orleans Ootton Bzeh&uge 
in Animal Report for 1913-1914. 

*U. T. Copeland: The Cotton UanufBCtariiig Induttij of the 
TJniUd States, p. 1S3. 

'J. J. Arnold: "Financing of Cotton," The Atmait of the 
Anericm Academy of Political and Social 8t«n«,a«^"a'i.'i.,'^-^l" 
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5. Sale to Foreign Bnyen.— While the bulk of the cotr 

ton shipped abroad is sold and shipped to foreign buyers by 
American cotton exporters, some Liverpool and Manchester 
cotton houses send buyers to the United States.' These buy- 
ers, however, make their purchases mainly at the large interior 
and port markets, and consequently purchase relatively little 
cotton directly from the growers. 

8. The Cotton^oven* TTnions. — Some cotton has in 
recent years been sold at cooperative farmers' warehouses by 
the fanners themselves or by the warehouse company upon 
payment of a fee or commission of say 50 cents per balc.^ 
Some of the cooperative warehouses classify and grade, sample, 
weigh, and after grouping it into lota of 50 or more bales, sell 
cotton for the growers. The activities of the growers' unions 
have, however, been wider than the sale of cotton for their 
members, the actual sales through union salesmen comprising 
but a small part of the cotton crop. 

The cotton growers have cooperated chiefly through the 
Fanners' Educational and Cooperative Union of America or 
"I^rmers' Union" which was organized in 1903, and the 
Southern Cotton Association which was organized in 1900 but 
which is no longer active.' Other associations and conventions 
Buch as the Alliance and the Grange have also been formed 
at various times, but the Farmers' Union which claims a 
membership of three million, is the principal active coopera- 
tive organization in the cotton trade. It consists of a na- 
tional body, various state organizations or "divisions," many 
county organizations, and a still larger number of "local 
unions." Its membership includes fruit growers, grain grow- 
ers and other farmers, teachers, ministers and physicians, as 
well as cotton growers, but the organization is strongest in the 
cotton states, particularly in Tesas, Oklahoma, Arkansas, 
Georgia, Mississippi and Louisiana. 

Cooperation was undertaken by the cotton growers as the 
result of a long period of low prices. The Bureau of Crop 

* Copelani] : p. 354. 

'Bureau of Carporations: Cotton Exchange!, Part V, p. 353. 
'Ibid., p. 321; G. H. Powell: Cooperation in Agriculture, p. 185. 
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Estimates has estimated that the average cost of producing a 
pound of cotton exceeds 8 centa," yet from 1890 to 1904-1905 
the average price at New Orleans vrith the exception of two 
seasons was less than 9 cents a pound, and during some sea- 
sons went below five and six cents. The movement became 
especially active in 1904-19JJ6 when the average price at New 
Orleans, after rising to 12.2 cents in the previous year, again 
fell to 8.7 cents, but it received a set-back in 1S07-1!)08 when 
the financial panic together with other conditions made inipos- 
flible the Union's demand for a grower's price of 15 cents. 

The cooperative farmers' unions have been active in vari- 
ons ways. They have endeavored to restrict production by 
reducing cotton acreage. Their general policy in this regard 
has been to encourage the farmers to grow less cotton and 
more com or other diversified crops, but they have also at 
times advised members to plow up cotton fields which were 
already planted. The Southern Cotton Association was espe- 
cially active in dis(»uragiiig cotton production in 1905-190C, 
and the agitation appears to have been temporarily effective, 
for the acreage harvested during that season fell to slightly 
over 20,000,000 acres, from 30,000,000 in tlie previous season. 
Since then the c-otton acreage has risen to over 37,000,000 
acres and it is impossible to judge the full effect of later efforts 
to restrict the production of cotton. 

The cooperative unions attempted to maintain cotton prices 
by recommending minimum prices for the crop, varying from . 
10 to 15 cents a pound. To enable the members to hold their 
crop until the recommended prices are paid they have estab- 
lished some 1,000 warehouses. Tliese warehouses, which are 
mostly of small capacity, are usually operated by separately 
organized companies or associations. They store the cotton 
for members, obtain loans for them through regular banking 
channels at favorable rates of interest with the stored cotton 
as security, and as formerly stated classify and grade, weigh, 
sample and sell the cotton when instructed to do so. The 
actual effect of the price-fixing and warehouse policy cannot 

•Eatiinal«a for fears 1909 uid 1910, Famwrs' Bulletin No. 641, 
p. 14. 
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be accurately judged, for cotton prices are influenced by many 
varying conditions. The growers have not received the prices 
urged by tbe unions and the warehouses have handled but a 
BiDflll share of the total cotton crop. Efforts have recently 
been made to consolidate the local warehouses into central 
companies, with central agents to act for them in marketing 
their cotton. 

The producers' unions have also endeavored to restrict 
production by discouraging the use of commercial fertQizers. 
Some of them, however, have organized companies to operate 
fertilizer plants. The "Farmers' Union" has formed corpora- 
tions or associations to operate gins, to purchase supplies, own 
newspapers and engage in other business enterprises. It has 
urged a legislative program which it regards as beneficial to 
the farming population, and it is also a secret organization 
which acts in a fraternal, educational and social capacity. 



The Determination of the Growers' Prices 

As in the ease of country grain prices, the prices received 
by the growers of cotton are based primarily upon the prices 
prevailing at the large central markets which reflect the com- 
bined judgment of the buyers and sellers of the world. Cotton 
producers' prices, however, are more complex than those paid 
to grain growers. The latter are based directly upon the price 
at which grain is sold at the large primary markets, the grain 
buyers knowing that the relation between spot prices and the 
prices of future contracts on the grain exchanges is usually 
Bufficiently definite to enable them to reatlily hedge should 
they desire to do so. Many cotton buyers also desire to pro- 
tect themselves against losses resulting from fluctuations in 
cotton prices by hedging in the speculative cotton markets, 
i. e., when buying cotton they wish to sell an equal quantity 
of future contracts and when contracting to deliver cotton 
which they have not as yet purchased they wish to purchase 
an equal quantity of future contracts.' The cotton exchanges 

*See chap. vi\, p. 158. 
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at which this hedging is done are maiiily those at New York, 
New Orleans and Liverpool. Future and spot cotton prices, 
however, have not in the past borne the definite relationship 
to each other — they have not maintained the subataQtially ex- 
act parity which is maintained in the grain trade. Owing 
largely to the right to deliver many different grades of cotton 
on a future contract which is made out in terms of middling 
cotton and the failure to establish the "differences" between 
the various deliverable grades with esactnesa, cotton futures 
have frequently sold at an abnormal discount as compared 
with the prices paid for spot cotton at the large spot markets. 
Since many cotton buyers consider hedging easential to the 
economical handling of the cotton crop and cotton "futures" 
are necessary in order to hedge, the failure to nuintain a 
parity between the prices of spot cotton at the large cotton 
markets and the price of futures has obliged such cotton 
buyers to base the country price primarily upon the price of 
future contracts. 

The following statement by the United States Bureau of 
Corporations indicates the extent to which producers' prices 
are based upon future contract prices : 

A matter of great importance to the current discuBsion is 
that these interior buyers very generally base their bids on the 
future quotations of some cotton exchantte- That is to say, 
in arriving at the prices which they will pay producers tb^ 
constantly consult tho future market and add to or deduct a 
certain number of points, technically known as 'limits," ac- 
cording to the state of the market, the grade of the cotton, or 
other circumstances. In the case of a merchant having buyers 
in tho interior, the limits which arc thus to be added to or 
deducted from the cowtmet price arc dotemiined at the head 
office. They aro sent to the field representatives to govern pur- 
chases from cotton producers and country merchants. These 
interior buyers, in case they do not have reidy access to future 
quotations, are kept advised by the head ofGce of any 
important changes in them and they use these future prices in 
Qonneotioii with the limits furnished them in making their 

> Report on Cotton Exebonges, Part XT, f , 5Q. 
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Prior to the application of the "Cotton Futures Act" of 
August 18, 1914, the cotton buyers did their hedging on an; 
one of the three great speculative exchanges, and they shifted 
their hedges from one to another, according to which market 
iras best adapted at any particular time. They likewise baaed 
tbeir buying prices upon the future prices of any one of these 
exchanges, for they knew what middling cotton was normally 
worth at any point in the cotton belt as compared with the 
prices at which futures were selling in New York, New Orleans 
or Liverpool. Knowing the correct price for middling cot- 
ton they could readily judge how much more or less should 
be paid for the higher and lower grades. Since the enactment 
of the above-mentioned act American concerns have been 
unable to hedge on the Liverpool or any other foreign exchange 
because of a prohibitive tax of two cents per pound. They 
have, however, continued to hedge on the New York and New 
Orleans exchanges although on a somewhat smaller scale than 
formerly; and foreign cotton-purchasing concerns have con- 
tinued to hedge on the I^iverpool Exchange. 

The common practice of the large as well as of numerous 
small buying concerns is to instruct their interior buyers to 
purchase at a given number of "points"(hundredth8of a cent) 
"off" or "on" the price at which future contracts are selling 
at some one of the speculative exchanges. Whether these so- 
called limits will be "off" or "on" will depend upon varying 
conditions such as the month selected for hedging, the extent 
to which the futures are selling at a discount, whether the 
prices are paid for delivery at the interior market, at the port 
of shipment or at final destination and whether or not trans- 
portation and other costs are included in tlio limits. Instead 
of cnlcnlating a limit "on" or "off" the future price, a mer- 
chant, exporter or broker may compute a definite pric* as a 
guide for his buyers. In any event the price paid to the 
grower ordinarily is one that is based upon the future prices 
of one of the speculative exchanges minus freight, compress, 
purchasing and handling costs and an additional amount to 
cover any iminsured risks incident to the business and a 
dealer's profit. 
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In the United States cotton is commonly bought at gross 
weight — lint and tare — but in selling to a foreign buyer the 
American exporter is usually required to sell at net weight and 
at c. i. t. (cost, insurance and freight) prices. Having re- 
ceived an offer from Liverpool, the exporter in addition to the 
nsual deductions makes an allowance of 6 per cent, of the gross 
weight of the cotton to cover tare, and deducts ocean freight 
and insurance. When a foreign cotton importer, for example, 
aft«r examining the prite of futures on the Liverpool Ex- 
change bids sixpence for cotton delivered in Liverpool on 
c. i. f. and G per cent, terms, the Ameritan exporter calculates 
bis buying price by deducting from 12 cents (the equivalent of 
sixpence) the following amounts : 

Tare, 6 per cent, of 12 cents 72 points 

Inland freight and compressins, say 50 " 

Ocean freight, say 65 " 

loBUrance, say 11 " 

Expense of doing business, say 12 " 

Profit, say 10 " 

Total 210 " 

Deducting 2.10 cents from 13 cents leaves 9.90 cents as the 
price at which he hopes to purchase the cotton from the 
farmer.* This calculation contains a fixed profit of 50 cents 
per bale (10 points) and in addition a hidden profit of 19 
points due to the deductiou of 6 per cent. (72 points) for 
tare, although the bale purchased from the farmer contains 
only about 4.4 per cent (53 points) of tare. The hidden 
profit which is due to the differences in the tare rules ap- 
plicable in tlie United States and foreign countries is con- 
tingent, for competition may compel the exporter to share it 
with the grower by paying him more than 9.90 cents, and the 
foreign buyer may in case the actual tare is ascertained by 
physical test present a claim for over-tare. 

While the prices paid to the cotton growers are based 
primarily upon the future prices of the speculative exchanges, 

' Bureau of Corporations; Cotton Tare, p. 36. 
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thty an frequently affecrted by other considerations. There 
•re nnnvfroiM Iof;al bnyers, especially eoroe of the coantrr mer- 
f-hantu, who do not calculate their prices with the care that 
th« larj^r exporters and brokers do; there are local spinners 
•mhti do not need to dednct freight, compressing and other 
handling coata; and cotton may also be shipped to the targe 
int«rior fiointii of concentration or the ports on consignment 
and Milr] at the Hpr^t prices which are there paid. Competition 
between Iwal buyers, therefore, and the ability of some 
f^rowerx to suM in the large spot markets, obliges the local 
buycfa t« imxlify their calculations whenever the future con- 
tractj) Hell at abnormal discounts as compared with the cotton 
pri(«ii of the large spot markets. An Oklahoma cotton firm, 
for example, which in 190'>-1907 computed its buyers' limits 
with reference to the New York future market, gradually 
changed its limit from 60 points "off" on September 2b, to 10 
pointft "off" on January 7; "even" on January 14; 10 points 
"on," on January 21; and 30 points "on" on February 11: 
be(»UHG the New York futures were selling at an increasingly 
slmormal discount.* The season of 1906-1907 is an extreme 
inxtaiice because the New York revision committee at that 
timo fixed groftsly erroneous differences between middling cot- 
ton and tlic other deliverable grades, but it illustrates how the 
(rotton buyer cannot, except temporarily, disregard the prices 
paid in the large spot markets. 

It is to be understood, also, that in applying the limits 
Irased upon the price of cotton futures, the local buyers exer- 
cino their judgments as to the quality of any particular lot 
of roltan. Limits based upon middling cotton are modified 
in buying cotton of higher or lower grade, and different staple 
lengths, but there is much complaint that the growers of high- 
grade and long-staple cotton do not always obtain the relative 
prici'H to which they are entitled.* They also take account of 
llio amount of tare. Owing to the practice of buying cotton 
at gnwM weight growcra sonietimes believe that they are re- 

* Hiin<au of Corporations; Cotton ExchangeH, Part IV, p. 58. 
'"Tlio Kclfttion of Cotton Buying to Cotton Growing," The 
Sanvu ol Plant loiiutUj, Bulletin No. 60, p. 7. 
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ceiving the price of cotton for the bagging and bands on the 
bale, but it ie generally understood in the trade that this view 
is fallacious. In determining the price of cotton futures and 
spot cotton at the central marketa full allowance is made 
for the customary amount of tare, and if a particular lot ia 
ovet-tared the local buyers or spinners will adjust the price 
paid, make an allowance in the weight, or refuse to purchase 
the cotton. 
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CHAPTER VI 

CBNTBAL COTTON MAEKET8: THE DI8TEIBUTI0N OF 
COTTON 

Having described the local cotton market and the manner 
in which the growers dispose of their crops, it is now proposed 
to trace the cotton crop in its movement from the local buyers 
to the spinning mills of the world. As the growers sell their 
crops in different ways so the portion which is shipped out of 
the cotton belt is sold by merchants, exporters, brokers and 
factors in different ways, is shipped to widely varying marketa, 
and moves over varying routes. 



Sdpp^y and Disthibctioh 

The total annual supply of cotton in the United States 
shown in Table VII ia the supply for the year ending August 
31, that IB for a period extending from one cotton harvest to 
another. It is, therefore, in excess of the crop grown during 
the preceding season, for it is made up not only of current 
ginnings but also of cotton on hand at the beginning of the 
year, the imports of cotton from abroad, and the quantity of 
linters produced during the year. 

Cotton Eiports.^Aithough the quantity retained for use 
in American mills is slowly advancing as compared with the 
shipments to foreign mills, the cotton industry is still de- 
pendent chiefly upon the export trade. During the years end- 
ing August 31, 1913, 1913 and 1914 {See Table VII) 59.7, 
54.2 and 54 per cent., respectively, of the total cotton supply 
and an equivalent of GG, G'Z and fiO per cent, respectively of 
the total crop of Ihe preceding season, waK shipped abroad. 
Nearly /our-fifths of the total rotton exports are shipped to 
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the Tluitcd Kingdom, Germaiiy and France. For many years 
the first of these countries took the bulk of all the cotton ex- 
ported from the United States, and in the fiscal year 1914 * 



SDppli and DiSTtUBunoN IN Years Endinci 
AcousT 31, 1912, 1913 and IdU* 



Crop of previous season . , . 
Total cotton supply of United 

Slatee 

Cotton exported 

Cotton consumed in Unitml 
States 

In cotton-growing states. . . 

In other states 

Cotton destroyed by tiro 

Cotton on hand at end of year 

In mills of cotton-growing 
states 

In mills of other states. . . 

In public storage places . . 

Elsewhere (estunated) . . . 



5,367,51 

2,712,2; 
2,655,31 



5,786,330 

2,960,518 

2,825,812 

40,000 



234,509 
543,549 
495,280 
375,000 



3,023,415 

2,861,318 

45,000 

1,647,836 

213,418 
537,801 
576,617 
320,000 



* As reported by U. 8. CeiuuB Ol 



» in Bulletin No. 138, p 



the British proportion still comprised 37.0 per cent, of the 
total. The rapid rise of the cotton -nianiifactu ring industries 
in other countries, since the later nineties, has, however, re- 
duced the relative preponderance of the British market. 
Nearly 30 per cent, of the total exports are now destined to 
Germany, 11 or 12 per cent, to France, and smaller quanti- 
ties to a wide range of foreign markets extending from Italy, 
Spain, Belgium, Austria-Hungary, the Netherlands, and Rus- 
sia in Europe, to Canada anrl Mexico in the Western hemia- 
phere, and Japan, China and India in the Orient. Owing 
largely to irregularities in tlie available supply of East Indian 
cotton, which is the chief source of supply for Japanese mills, 
* Beturns of Bureau of Foreign and Domestic Comioerce for Fis- 
cal Year Ending June 30th. . 
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the exports to Japan have in recent years been subject to 
violent fluctuations. 

All but 16 or 17 per cent, of the cotton exports are shipped 
from the porta of the cotton-growing Btates. Galveston, alone, 
exports from 2,700,000 to 3,800,000 bales annually, and the 
three principal cotton ports — Galveston, New Orleans and 
Savannah — handle about 70 per cent, of all the cotton exports. 
The remainder is exported principally from New York, Wil- 
mington {North Carolina), Brunswick, Mobile, Charleston, 
Pensacola, San Francisco, Boston, Baltimore and Seattle. 

Shipments to Northeni Mills.— Of the 5,300,000 to 5,800,- 
000 bales of cotton consumed by domestic mills in recent 
years {See Table VII), from 2,600,000 to 2,800,000 bales, or 
less than one-half, were consumed in the mills of New England 
and other northern states. As reported by the New Orleans 
Cotton Exchange, the shipment of American cotton to the 
northern mills comprised 2,488,000 bales in the year ending 
August 31, 1913, and 2,514,000 in 1914 or about 17 per cent, 
of the season's crop.' 

The shipments to northern mills are made over two general 
routes — "overland" and coastwise. From 44 to 47 per cent. 
of t^ie total shipments in the crop years 1912-1913 and 1913- 
1914 were made over the former route, the railroad freight 
rates being so arranged that cotton can readily move direct 
to northern mill centors. Cotton moving northward by rail 
passes through the various so-called "northern gateways" such 
ae St. Louis, Hannibal, Cairo, Louisville, Cincinnati, Itock 
Island, Parker and other cities lying mainly on the Ohio and 
Potomac rivers. The coastwise route, which for many years 
handled the bulk of the northern cotton shipments, still han- 
dles over one-half of them — 56 and 53 .per cent, respectively 
in the years 1912-1913 and 1913-1914. Cotton is regularly 
shipped northward from each of the southern ports men- 
tioned in connection with the cotton export trade. 

Ct^ninmption by Southem Hills. — So rapid has been the 
rise of the cotton -manufacturing industry in the cotton-grow- 
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ing states that they have in recent years coneumed from 2,700,- 
000 to 3,000,000 bales, or more than the total mill consump- 
tion of the New England and other northern states {See 
Table VII). Their takings of American cotton during the 
years ending August 31, 19J3 and 191^ aggregated 2,969,000 
and 3,037,000 bales respectively or about 20 per cent, of the 
previous season's crop.' Southern mills consume but small 
quantities of foreign cotton because they require less high- 
grade, long-staple cotton, such as is imported from Egypt by 
the northern mills. The Bouthern mills are especially im- 
portant as spinners of yarn, a part of which is woven in the 
South and the remainder of which is used in the northern 
textile industries. 

Direct Shiphkni:b 

About one-half of the ratton purchased from the growers 
at the many local cotton markets of the South is shipped 
directly from the loial shipping points to the southern and 
northern mills or to the ports of shipment without first mov- 
ing through the large central markets of the interior. Much 
of the cotton shipped directly to the ports, moreover, has been 
billed to northern mills or foreign importing merchants from 
interior compress points on, through bills of lading, and 
merely passes through the ports in transit. This is particu- 
larly true when the cotton locally purchased is to be applied 
on a contract already booked. 

Harking: iuid Tagging. — Before the cotton leaves the local 
shipping points the bales are tagged so that they will not lose 
their identity. Ordinarily lots of from twenty-five to one 
hundred bales are tagged with the same mark, such as "Hark," 
which they retain thereafter throughout their journey to the 
mills. While deliveries may be made on cotton contracts 
by grade as in the case of grain, the cotton after it leaves the 
growers does not lose its identity as the grain which is stored 
in bulk usually does. 
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Compreuii^ Flat Balea. — Cotton shipped direct from local 
points to millB or porta must in many cases be unloaded 
en route in order that the "flat" gin bales may be "recom- 
preBsed" into bales of about one-half their original thickness. 
The law as well as the carriers require this reconipreBeion at 
the first compress passed en route to port or other distant des- 
tination so as to facilitate shipment and economize railroad 
and steamship equipment. The compresses are usually owned 
and operated either by the railroads, by cotton-buying con- 
cerns, or special compress companies, but few gins as yet being 
equipped with compresses. Compression is so closely con- 
nected with the transportation service that it is regulated by 
the state railroad commissions and by the Interstate Commerce 
Commission.' 

The cars containing the flat bales are usually switched in 
on one aide of the compress and those receiving the uoni- 
pressed bales are placed on the other side. Meanwhile com- 
press receipts are issued, for during the busy season fifteen 
or more days may pass before the cotton is finally loaded out 
of the compress. These receipts, a copy of which is reproduced 
in Form No. 15, are accepted by bankers as security for loans, 
and when cotton is sold at the compress a transfer of the re- 
ceipts constitutes a delivery. In many cases the cotton is 
shipped to the compress on lor»I bills of lading and at local 
rates, with the understanding that upon satisfactory presenta- 
tion of proof of reshipment the difference between the local 
rates and the relatively lower through rates will be refunded to 
the shippers. When the receipt is returned the compress super- 
intendent issues a "clearance" such as is shown in Form No. 
16, after which the compressed bales may be forwarded to 
destination. Upon delivery of the recompressed bales, tiie 
compress usually collects its fees of about 10 cents per 100 
pounds or 60 cents per hale directly from the railroad which 
either absorbs this charge in its freight rates or collects it 
from the shipper or consignee as a special charge. Compres- 
sion in transit resembles the milling-in-transit privilege men- 
tianed in connection with the grain trade. 

'See 29 I. C. C. Hep. 106; 30 I. C. C. Hep. 467, etc. 
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Throng'Ii Bills of Lftdit^•. — On shipmenU made direct 
from compress to destination the railroad isBues throngh rail- 
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road or export (rail-ocean) bills of lading. The shipping con- 
cern concentrates these bills at some point where it maintains 
an office and negotiates a draft drawn upon the buyer or the 
reimbursing bank designated by the buyer. To the draft are 
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attached the through bill of lading, an invoice, and, if it is 
an oversea shipment, n marine insurance certificate.' 

Cotton InBorance. — Some of the larger growers take the 
precaution to insure their crop, but the smaller farmers sel- 
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dom insure their cotton until it is put into warehouses for 
storage. After the cotton has left the growers, however, it is 
regularly insured against loss by fire. Many merchants, ex- 
porters, brokers or factors carry policies which cover all the 
cotton purchased or handled by them, the insurance conipa- 
niea being notified each night of the amount of the day's pur- 
chases and sales. Usually at the end of each month the com- 
pany presents a bill for premiums based upon the amount 
of cotton insured during the month. Cotton exported to 
oversea countries is, moreover, covered by a marine in- 
surance policy from the time that it reaches ship's side, 
the premium to be paid either by the seller or buyer ac- 
cording to whether the cotton is sold on c.i.f. or f.o.b. 
terms. 



Intebior Points of Concentration 

While about one-half of the cotton is shipped direct from 
local shipping or compress points to local mills, seaports or out- 
side destinations, the other half is concentrated at the cen- 
tral cotton markets of the interior, or so-called "interior points 
of concentration." As shown on Map No. VI in the preced- 
ing chapter there are thirty-iive or more of these inland mar- 
kets the largest of which from the standpoint of cotton receipts 
are Houston, Texas; Memphis, Tennessee; St. Louis, Mis- 
souri ; Augusta and Atlanta, Georgia ; Cincinnati, Ohio ; Little 
Rock, Arkansas; Montgomery, Alabama; Columbia, South 
Carolina; Selina, Alabama; Shreveport, Louisiana; Meridian, 
Mississippi; and Dallas, Texas. In the crop year 1911-1913 
the receipts at the twenty-eight principal interior towns to- 
taled 7,660,000 bales,' or about 47 per cent, of the entire cot- 
ton crop. Among the interior markets are several of the 
''northern gateways," which are points of concentration as 
well as points through which overland shipments pass in 
transit. 

* New Tork Cotton Eichsnge: Annual B«port of Uie Cotton Crop 
(2911-1912), p. 17. 
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Souroes ot Supply. — A part of the cotton received at the 
large interior markets is merely unloaded to be recompressed, 
but the bulk of it is shipped there by exporting houses and 
brokers for resale, and is consigned by local merchants and 
growers to the factors located at these points or is hauled 
there by growers from the surrounding community. The 
largest amount of concentration is done by the large exporting 
houses who do not limit their local purchases to orders on 
hand but buy all the cotton they are able to obtain at current; 
prices. Whatever they can apply on contracts already booked 
they ship direct to destination, and the remainder they store 
in the large warehouses at the interior points of concentra- 
tion. 

Functions,— The larger interior points are not only places 
at which cotton is held until it has been sold for shipment 
to spinners or foreign importers, but are central cotton mar- 
kets. They provide facilities for the storage, weighing, com- 
pressing, sampling, grading and inspection of cotton. They 
provide a market for the sale and resale of cotton, and it is 
there that cotton bales sold for shipment are "patched" as in 
the case of those shipped direct to destination from local com- 
presses. At some of the largest interior markets, cotton ex- 
changes have been organized and rules have been laid down 
for the conduct of the spot cotton trade. The larger markets 
publish daily cotton prices which are viewed not only by 
the dealers at these markets, but by spinners and outside cot- 
ton merchants, by local buyers, and by the growers. While 
in the main these prices follow the prices at which future 
contracts sell in New York, New Orleans and Liverpool, they 
do not follow them when the futures sell at an abnormal 
discount. In this way the spot markets of the larger 
interior towns, together with those which are at the larger 
ports, sometimes affect the prices paid to the growers of 
cotton. 

Extent of Competition. — There is more competition be- 
tween these central cotton markets than there is between 
the primary grain markets, for they are more numerous, the 
districts from which they receive their sui^^Vj «.i«\ea& &<&'^a:i;&R.t 
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and the total supply of cotton is relatively smaller. There 
is, moreover, considerable competition within some of these 
markets, the range of huyere being wider than in the primary 
grain markets. 

FnrohaBe of Cotton from Oroven, Local Kerchants and 
nuton, — On the important market days near^jy growers fre- 
quently haul their cotton direct to the cotton yards of the in- 
terior points of concentration and sell it at current prices. 
Growers as well as country merchants located at a distance 
usually consign it to factors or commissionmen who may sell it 
immediately or store it in warehouses which are owned by the 
railroads, cotton buyers, warehouse companies, or in some cases 
by cooperative concerns. The factors usually obtain a com- 
niission of about 2^ per cent, for buying or selling cotton. 
The selling at some of the central markets is done in accord' 
ance with rules laid down by the spot excManges of which the 
various buyers are members, and, where no exchange has been 
organized, the trading is nevertheless conducted in accordance 
with trade costom. 

The cotton may be sold to the central market buyers in 
various ways: (1) Cotton in the yards or warehouses is sold 
on the "spot," i. e., samples are extracted from the bales and 
the sale is based on them. (2) It may be sold "to arrive" in 
which case the cotton is sold at the central market before it 
arrives there from the local shipping points. Such sales may 
be made on the basis of samples, by grade or "description" 
or by a combination of both sample and grade. The samples 
are sometimes guaranteed by the seller, but in any event if 
the cotton sold does not agree with the samples or grades 
provided by the seller, the buyer may insist upon a readjust- 
ment of terms or under certain conditions, as provided by 
the rules applicable in the various markets, refuse to receive 
the cotton when it arrives, (3) Cotton may also be sold on 
f. 0. b. terms, for delivery either at the central market or at 
a designated port. In Houston, Texas, for example, cotton 
may be sold for delivery f. o. b. barge or railroad at Houston 
or ship at Galveston. When sold for delivery at a point be- 
rond the central market, the cotton is said to be- sold "in 
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traneit," The f.o.b. sale differs from the naual "to arrive" 
sale in that the latter requires the delivery of the cotton on 
the spot at the central market, the seller paying all delivery 
costs, while the former sale is made at a price which includes 
delivery charges. On shipments from a. local shipping point 
an f.o.b, sale requires the buyer' to pay the railroad freight 
rate, compress fees, drayage and other delivery charges except 
such as may be otherwise agreed upon or provided for in the 
exchange rules. 

Cotton RECErvmo Ports 

Although the principal cotton -exporting porta have been 
mentioned in connection with the export trade, it should be 
noted that the export trade by no means portrays the volume 
of cotton handled at the various cotton-receiving ports. The 
coastwise as well as the eotton-export trade is handled at the 
ports. Some of their receipts pome direct from local shipping 
or compress points, and others from the interior points of 
concentration. Some cotton passes through them in transit, 
some is placed in storage, some is handled on through bills 
of lading, .some is rcbillcd nt the jmrta, and some is used tn 
local mills. 

They aimually receive from 70 to 75 per cent, or more of 
the total cotton crop. Their net receipts — the amount of do- 
mestic cotton received which hae not been transshipped from 
one port to anotlier and already included in the receipts of 
the first receiving port — comprised 10,180,000 running bales 
in the crop year 1JI12-1913 and 10,539,000 in 19i;f-1914, 
or about 7'i per cent, of the entire crop. The principal indi- 
vidual receiving ports are Galveston, New Orleans, Savan- 
nah, Norfolk and Newport News, Port Arthur and Texas 
City, Wilmington (North Carolina), Charleston, San Fran- 
cisco, Brunswick and Mobile. Certain of the northern 
ports, such as New York and Boston, from which appre- 
ciable quantities of cotton are yearly exported, receive but 
small quantities directly from the interior of the cotton 
belt 
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Pnnotions of EeceiTing Port.— First of all the cotton-re- 
ceiving ports are shipping centers, and are therefore equipped 
with docks and wharves where the vessels of the world may 
obtain the cotton which is drayed or otherwise conveyed from 
the freight yards or from warehouses to the waterfront. They 
are also points of concentration, for cotton is shipped to ports 
as well as to the large interior towns to be held for final sale 
and shipment, and they are, therefore, equipped with ware- 
houses and cotton yards. They are cotton markets at which 
all such cotton as has not been sold for shipment in the in- 
terior may be bought and sold. Cotton hauled there by nearby 
farmers, or shipped from the interior by growers or interior 
buyers, is disposed of by methods similar to those prevailing 
at the central markets of the interior. Being markets and 
shipping centers they have rules and facilities for the weigh- 
ing, inspection and grading, sampling, patching, tare, and 
delivery of cotton bales. At some of them cotton eschanges 
have been organized so that the sale and handling of cotton 
may be conducted in a uniform and orderly manner. As in 
case of the large interior centers, the great exporting houses 
either have branch offices or buying representatives at the prin- 
cipal receiving ports. 

With one exception all the port as well as interior cotton 
exchanges constitute spot markets. Many of the dealers at 
these markets regularly hedge their cotton transactions, but 
they do so on the speculative exchanges of New York, New 
Orleans or Liverpool. It is to be noted, however, that one 
of the largest receiving ports — New Orleans — is equipped with 
an exchange where cotton futures as well as spot cotton are 
regularly bought and sold. 



Sale op Cotton to Domestic Mills 

XanneT of Sale. — The northern cotton mills purchase their 

supply of cotton from the export houses, brokers or other cot- 

toB m erchants who obtain it at the local markets, the interior 

''*^^(rf concentration (including ceitain northern galewaya) 
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or at the receiving ports. These merchants usually have officer 
in the large northern cities and agents at numerous mill cen- 
ters; indeed the main officee o£ many of the largest cotton 
houses are in New York, The mill treasurers usually buy on 
the basis of samples which these agents submit for inspection 
although they sometimes purchase by grade or description. 
When the cotton arrives at the mills it is in many cases tested 
by experts, and if it is of lower grade than the sample the 
seller is required to make rentitution to the mill.' It is im- 
portant that the cotton merchants deliver as nearly as possible 
the exact quality of cotton purchased, because the mills are 
engaged in the manufacture of yarn, cloth or other textiles 
requiring particular grades of cotton. It is for this reason 
chiefly that the mills do not purchase their supply on the large 
speculative exchanges, where the grades do not fully account 
for length or fineness of fiber, and where the contracts permit 
the delivery of numerous grades. They use the speculative 
exchanges principally as a price barometer, and in some cases, 
for hedging purposes. Tlie methods of purchase in the south- 
em mill centers differ from those of the northern mills, only 
in that they buy directly from cotton growers as well as from 
■ merchants.^ 

Terms of Sale. — The terms of the contract which the north- 
ern mills enter into with the cotton merchants are various. 
They may contract for full delivery at a specified time, or in 
monthly instalments. The contract may, moreover, require 
delivery either on c.i.f. or f.o.b. terms. The former re- 
quires the merchant to deliver the cotton at the mill for the 
agreed price ; while the latter, as in the case of shipments from 
local points in the South to the central cotton markets of the 
interior or the ports, requires him to deliver it free on board 
railroad car or vessel. The spinner, in case of an f.o.b. pur- 
chase is required to pay all railroad, steamship, compressing, 
insurance and other shipping charges, unless some of them are 
especially assumed by the merchant in the contract. At well- 

*M. T. Copeland: Cotton Manufacturing Induatrj:' of United 
States, p. 180. 

' See chap, v, p. 106. 
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organized markeU, f.o.b. prices are regularly quoted not at 
a fixed number of cents but at a given number of points "on" 
the current quotation of futures. 

The spinners may also purchase on so-called "spinner's 
call" terms, i. e., the cotton merchant allows the spinner to 
call for a specific grade of cotton at a stipulated number of 
points "on" the actual price of futures at any time which the 
spinner may elect to name between the making and the ma- 
turity of the contract.' The actual price in such a purchase is 
not filed until the spinner "calls," and it is then the price of 
the cotton futures of the month mentioned in the contract 
plus an agreed number of points. The spinner is usually re- 
quired to "call" at least fifteen days before the shipping 
month. 

Time of Sole. — The northern spinners usually buy 
about one-half of their annual supply before January first 
and over CO per cent, before February first. Most of the 
supply, moreover, is shipped as soon as it is purchased, is 
stored in the private warehouses of the mills, and paid for 
within three days after delivery. Although the spinners can 
insure the risk of a change in the price of cotton by hedging 
on the speculative exchanges, they prefer to buy their supply 
early and carry it themselves, rather than to purchase later 
at prices which ordinarily include tlie coKt of storage in public 
warehouses, or to run the risk of being unable to obtain the 
particular grade of cotton desired. The spinners of fine yarn 
lire especially apt to purchase early in the season. 

The time of purchase by the southern mills varies more 
widely than that in the northern states. The relatively few 
which require long-staple cotton follow the same practice as 
their nortlicni competitors. The practice of those which use 
short-staple cotton "depends upon the location, size, and fi- 
nancial strength of the individual niilla." * On the whole 
they buy a somewhat smaller proportion of their supply during 
the picking season, for some of them have less available capi- 
tal, and in some places they arc able to draw upon cotton 
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remaining in the hands of nearby growers. Some of the smal- 
ier mills, with very little available capital, buy only as they 
obtain orders for yarn or cloth. 



Satj: of Cotton in Foheiqn Markets 

Ifethodi of Sale. — The methods of selling cotton to foreign 
buyers varies in eat-h of the three principal foreign markets 
for American cotton — Great Britain, GermaJiy and France.' 
The American cotton exported to Great Britain ia mainly sold 
or consigned by American exporting houses and brokers di- 
rectly to Liverpool or Manchester importing merchants. Some 
American exporters, however, have branch houses in England 
to handle their sales, and some Liverpool and Manchester 
houses send buying agents to the large spot markets of the 
South. ITie Liverpool importing merchants usually sell the 
cotton by sample through two brokers — a selling and a buying 
broker — who stand between the merchants and spinners and 
receive a eommissioii of ^ per cent. each. Though Liverpool 
is the principal British market, some of the cotton is handled 
by Manchester importing merchants, who ordinarily deal di- 
rectly with the spinners. 

American cotton used in Germany is sold mainly in 
Bremen, and to a lesser extent in Hamburg and Havre, 
France. Some cotton is sold direct to German spinners, and 
some is consigned to commissionmen, but the bulk of it is 
sold to Bremen importing merchants who sell to the mills 
through agents. The agents, who receive a commission for 
their services, usually represent several cotton merchants who 
as far as possible are non-competing. 

T'he leading French market for American cotton is at 
Havre, where the exporters usually sell either to importers or 
merchants, the cotton in many cases being sold to importers 
who in turn sell it to cotton merchants. The sales are made 
through selling and buying brokers, and the ofticial quotations 
and sales are recorded by so-called sworn brokers, each of the 

■Copelaod: pp. 354-380. 



ISO AGKICULTTTRAL COMMERCE 

brokers receiviag a commission of i per cent. The cotton mer- 
chants sell to spinners at the mill centers through agents who 
are paid commiBsioDs of from i to 1 per cent. 

The cotton importers and merchants in each of these coim- 
tries commonly hedge their traneactions, those of England and 
Germany chiefly on the Liverpool and New York Exchanges, 
and those of France chiefly on the Havre Exchange. The 
spinners of Germany and France also hedge in many cases, 
while those of England do so leas frequently, the difference 
being due to the fact that in England the cotton supply is 
held largely by the importing merchants, the mills tuually 
keeping but small quantities in their own warehonsea, white 
in Germany and France aB in the United States the Bpinners 
buy a larger share of their year's supply early in the seaaon. 

Temu of Sale.— The sales by American exporters to the 
foreign importerB, merchants or mills are made on contracts 
similar to those entered into with American spinners, except 
that a larger proportion are made on c.i.f. terms, and that 
the sales are based on net instead of gross weight. The com- 
mon practice is to require the exporter to deduct & per cent, 
from the invoice to cover tare, the cotton being eold on so- 
called c.i.f. and 6 per cent, terms. 

The tare rules of the various countries are essentially con- 
fusing and give an element of uncertainty to the foreign 
sales. While the flat gin bales of the growers usually contain 
from 19 to 24 pounds of tare, the 6 per cent, rule practically 
compels the exporters to add sufficient patches to increase 
the tare of a 500-pound compressed bale to 30 pounds. It is 
owing to this practice that the exporter is sometimes said 
to make hie proflt out of the "patches" which he adds to the 
bale. Such a profit, however, is indefinite and contingent, for 
competition may in some cases require him to share it with 
the grower or local merchant, and the tare rules of the foreign 
markets permit the foreign buyer to present a claim for tare 
in excess of flxed weights which are different in the various 
foreign markets but which come roughly to about 26J pounds 
on a 500-pound bale. The rules provide detailed methods 
for the ascertainmeat of actual tare by physical teats, and 



CENTRAL COTTON MARKETS 131 

wheo euch tests are made the buyer may present a claim for the 
3^ pounds or other excess tare.^ Since the making of a physi- 
cal test requires time, the foreign buyer, if he is in a hurry to 
receive the cotton, may either waive a claim, or agree to an 
arrangement providing for "friendly allowances," that is, the 
buyer may agree to a deduction which is smaller than the 
actual over-tare. If he is not anxious to receive the cotton 
quickly he will insiet upon a physical test. In order to pro- 
tect himself from the possibility of loss resulting from the 6 
per cent, and physical test rules applied in foreign markets, 
the exporter endeavors when possible "to take account of the 
value of this discrepancy of 3| pounds in the price that he 
charges the foreign buyer." * 

C.i.f. and 6 per cent, contracts sometimes contain a so- 
called "franchise" clause, providing for a guarantee that the 
invoice weights will not exceed the weight of the cotton upon 
arrival at the foreign market by more than 1 per cent. 
Weights frequently vary because of differencGs in atmospheric 
conditions, and if such variation reduces the weight by more 
than 1 per cent., the foreign buyer may present a claim for 
the excess. Since the American shipper is not allowed a 
similar claim for an increase in the weight of the cotton, he 
in many cases adds 1 per cent, to the actual weight when he 
makes out his invoice. Both the tare and franchise rules at 
times lead to serious abuses in the cotton trade. 



The Making op Cotton Prices 

8pinii«a' and Importers' Prices.— As the prices paid to the 
growers are usually based upon the price of future contracts 
at the great speculative exchanges,* so also arc the prices at 
which the cotton is sold to the milts or foreign importers based 
principally upon the price of futures. The prices at which 
the cotton is sold to the domestic mills or in foreign markets 

*n. 8. Bureau of Corporationi: Cotton Tar*. 
•Ibid., p. 28. 
■Chap. V, pp. . 
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are usually calculated at a certain Bumber of centa or pointa 
"on" the price of futures and the difference is sufficient to 
cover all shipping and handling costs, uninsured risks, and a 
profit on the transaction. The prices paid to the growers and 
thoee received from the spinners and foreign importers are 
of course inseparably interdependent, and it is the farmer's 
price which frequently bears these costs, uninsured risks and 
profits, because conditions of supply and demand are often 
favorable to the buyers. In order that the cotton shippers 
may do business profitably the difference between the prices 
which the growers receive and those which the spinners or 
foreign importers pay must be sufficient to cover all of these 
items. 

Cotton shipping costs, which differ according to the point 
of origin and destination, the manner of shipment and other 
considerations may include any or all of the following items : 
freights from the interior, compressing charges, ocean freighta, 
fire and marine insurance, wharfage and dock dues, storage, 
weighing, sampling, and inspection fees, brokerage and com- 
missions, exchange supervision, weight fianchise, foreign ex- 
change brokerage, patching and repairing bagging, interest, 
and expenses of doing business such as wages, salaries, tele- 
graph and cable charges. 

The ocean freight rates vary widely from time to time, 
and have increased greatly since 1911. In 1912 the mean 
rates on cotton shipped to Liverpool from New Orleans and 
Savannah were 52.7 and 45.9 cents per 100 pounds re-. 
spectively.' In 1914 during the European War they became 
wholly exorbitant, but it is likely that the abnormal increase 
will not prove permanent. The railroad rates from the in- 
terior to the ports range from less than 20 to over 75 centa 
per 100 pounds, and probably average from 40 to 45 cents. 
The mean coastwise rates from New Orleans and Savannah to 
New York were 25 and 18 cents respectively in 1912 ; and the 
mean railroad rates from Memphis as a typical interior mar- 
ket, were 42.5 cents to New York and 47. -T cent,* to Boston.^ 

'U. S, Department of Agriculture Year Book (1912), p. 709. 
'Jbrd., pp. 707-7l}8. 
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The total Ghipping, han<11iDg and trade costs on a ship- 
ment from the interior of the cotton belt to Liverpool have 
not until recently exceeded 1 cent a pound, although in 1913, 
largely because of increased ocean freight, they advanced to 
H cents on shipmente from some interior points. The total 
costs of a shipment from the interior to northern mills usually 
are somewhat less than those of European shipments. They 
probably average less than 1 cent a pound, because of the 
somewhat lower transportation costs. The total costs in the 
sale of cotton direct from farmer to southern mill usually 
do not exceed 50 cents per bale of 500 pounds. 

The main trade rislcs of the cotton exporter or broker are 
insured by hedging, but there may be certain additional rislvs 
such as his inability at times to hedge with exactness and 
tiucertainties resulting from tare and franchise rules. All 
such uninsured risks arc so far as possible either deducted 
from the farmer's price or added to the spinner's or importer's 
price. 

Tlie Factors Affecting: Fatnre and Central Harket Prices 
— The factors which enter into the price of future contracts, 
upon which the farmer's, spinner's and importer's prices are 
mainly based, are essentially the same as those outlined in 
connection with the prices' paid for grain at the primary 
grain markets. 

It is on the great cotton exchanges at Liverpool, New York 
and New Orleans that a world's cotton price is determined. 
It is there that the cotton buyers and sellers of tlic world con- 
centrate their judgment as to the future supply of and de- 
mand for cotton. The various factors of supply and demand 
diifer from those mentioned in connection with the grain trade 
only in that the cotton trade is on the whole more competi- 
tive, that the foreign cotton market is more important, that 
the trade in raw cotton is free from tariff restrictions, and 
that the effect of crop pests is more widely felt than in the 
grain trade. The extent of the cot ton -growing area alTected 
by the boll weevil is shown in Map No. VI of the preceding 
chapter. 

'See chap, iv, p. 88. 
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The spot ootton prices paid in the great spot markets, 
alike those at Liverpool, New York and New Orleans and 
those at other central cotton markets, usually follow the price 
of future contracts. When, however, the future prices, owing 
to the right to deliver numerous grades on a future contract 
and the failure to properly adjust grade differences, or for 
other reasons, sell at an abnormal discount, or when they are 
temporarily affected abnormally by manipulation, the spot 
prices at the central markets may become the real gauge of 
cotton values. At such times the prices paid to the growers 
and those received from the spinners and foreign importers, 
although based upon the price of futures, are adjusted with 
reference to the spot prices paid in the leading central mar- 
kets. 
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CHAPTER VII 

EELATI0N8 BETWEEN SPECULATIVE EXCHANGES AND 
THE SALE OF FARM PRODUCE 

One of the most striking characteristics of the trade in 
farm products during the last sixty-five years has been the 
organization of exihangcs, and as the greatest produce ex- 
changes are those in the grain and cotton trades, they may 
conveniently be discussed at this point in the organizatton of 
the trade in farm products. Exchanges are not, however, 
confined to the grain and cotton trades. Flour, provisions, 
flaxseed, timothy, clover and other grass and field seeds, hay 
and straw, hops, and similar farm commodities are commonly 
bought and sold on the grain exchanges; cottonseed products 
are dealt in on some of the cotton and grain exchanges ; and 
some produce exchanges have branched out into non-agricul- 
tural commodities. The New York Produce Exchange for in- 
stance has rules for the purchase and sale of petroleum, oils, 
vaxes and fats, and pig iron, although there is relatively little 
exchange trading in these commodities. Other agricultural iu- 
dufitries in which exchanges have been organized are the live- 
stock,* wool," tobacco,* milk, fruit* and vegetable industries, 
and special exchanges have likewise been organized for the pur- 
chase and sale of certain semi-agricultural commodities such 
as dairy products, green coffee and raw sugar. 

In one sense there is speculation in the purchase and sale 
of practically all agricultural staples whether on exchanges or 
otherwise, for many dealers and manufacturers and an in- 
creasing number of growers purchase or sell when in their 

'Chap, ix, p. 188. 

•Chap. I, p. 216. 

■Chap. li, p. S3I. 

'Chap. lii, p. S56. 
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judgment the prices are the most favorable to their particular 
purposes. The terra "speculation" when applied to produce 
exchanges, however, has a narrower and more specialized 
meaning, i. e., it refers to the purchase and sale of contracts 
for future delivery or so-called "futures." In this sense the 
exchanges are known either as "spot" or speculative exchanges, 
the former confining their activities solely to a spot or "cash" 
bueinesB and the latter providing rules for the purchase and 
sale of contracts for future delivery as well as of spot produce. 
Among the purely agricultural industries it is mainly in the 
sale of wheat, oats, com, flaxseed, and cotton that a regular 
trade in "futures" is conducted. 



Orqanization of Specpi^tive Phoduce Eschanoes 

Speculative Grain Exchanges. — In the United States, 
modem grain exchanges began to be organized in the later 
forties of the nuieteenth century. The Chicago Board of 
IVade was organized in 1848, the New York Produce Ex- 
change in 1850, the St. Louis Merchants' Exchange in 1854,* 
the Kansas City Board of Trade in 18(i9, and the Minneapo- 
lis Chamber of Commerce in 1881. Grain exchanges have 
also been organized in Duluth, Milwaukee, Omaha, Toledo, 
Detroit, Buffalo, Philadelphia, Baltimore, Boston, and in 
nearly all the remaining primary and seaboard grain markets 
of the United States. Practically all tbc large grain ex- 
changes conduct future as welt as cash grain transactions. 

In Europe, the Antwerp Bourse was organized as a mod- 
em cash grain exchange as early as the middle of the sixteenth 
century.' The number of foreign exchanges, bowevor, where 
grain futures are bought and sold, is limited, the principal 
foreign speculative grain exchanges being at Winnipeg, Liver- 
pool, Paris and Budapest. There is some speculation on the 
Berlin grain exchange but the sale of grain futures there as 
elsewhere in Germany is hampered by law. 

' Year when it asaumed functions of a grain exchange. 

'S. S. Huebncr: in the Annala of tlie Amcricaa Academy of Polit- 
ical and Social Science, SepL, 1911, p. 1. 
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Speculative Cotton Ezdiangres. — The Liverpool Cotton 
Association was orgaDized in 1843, the New York Cot- 
ton Exchange in 1870, and the New Orleans Cotton Exchange 
in 1871. A limited volume of futures is also sold on the 
Havre and Hamburg cotton exchanges, but most of the organ- 
ized speculation in cotton is conducted on the great exchanges 
at Liverpool, New York and New Orleans. Trading on the 
Bremen Cotton Exchange, which is the leading German cot- 
ton market, is coniined to spot transactions, and the specula- 
tion in futures at Hamburg is limited, for the sale of cotton 
futures in Germany is legally restricted to contracts "for 
actual delivery." One of the reasons, likewise, why none of 
the cotton exchanges ' located in the American cotton belt, 
with the exception of the New Orleans Cotton Exchange, are 
future markets, is that the sale of cotton futures is legally 
prohibited in many of the southern cotton states. 

Corporate and Bnsinesi Organization. — With a few ex- 
ceptions such as the Kansas City Board of Trade which is a 
voluntary association, the large grain and cotton exchanges 
of the United States are regularly incorporated associations. 
They have the usual corporate officials, such as a president, 
one or more vice-presidents, a secretary and treasurer, and a 
board of directors or managers. Members of the exchangee 
hold certificates of membership which upon payment of the 
required transfer fee are transferable to any person eligible to 
membership who is not opposed by the board of directors. 
The holder of such a certificate is said to hold a seat on the 
exchange. While the methods of election to membership vary 
the rules of the Chicago Board of Trade are perhaps typical. 
These rules provide that: 

Any male person of good character and credit, and of legal 
age, on presenting a written application indorsed by two mem- 
bers, and stating the name and businesa association of the ap- 
plicant, after ten daya' notice of such application shall have 
' Spot cotton eiehanges have been organiied at Houston, Mem- 
phis, Little Boek, AugiiBta, CharleBton, Galveston, Mobile, Natchez, 
Viekaburg, Bavauaah, Seliua, Shreveport, St. Louis, Norfolk and 
I>artaiaoath, 
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been posted on the bulletin of the exchange, ma; be admitted 
to memberehip upon approval b; at least ten affirmative ballot 
votes of the board of directors, provided tliat three negative 
ballot votee are not cast agaiuBt Buch applicant, and upon pay- 
ment of an initiation fee of ten thouBand dollars, or on pre- 
aentation of an unimpaired or unforfeited membership, duly 
transferred, and by signing an agreement to abide by the rules, 
regulations and by-laws of the aeaociation, and all amendments 
that may be made thereto. 

The membership of any large grain or cotton exchange 
comprises a wide range of business men who are interested 
in the purchase, sale, storage, elevation, shipment, exportation, 
manufacture, insurance, transportation or financing of the 
commodities dealt in on the exchange.* 

In order t« conduct their business expeditiously the ex- 
changes are equipped with niunerous committees. Each ex- 
change has an arbitration committee to adjust disputed 
claims between members, and a committee of appeals to re- 
view such cases as may be appealed from the arbitration com- 
mittee. Though the exchanges differ as to their other com- 
mittees they ordinarily have committees for complaints, fi- 
nance, floor, membership, trade or rules, transportation, 
house, information and statistics, law, real estate or rooms and 
fixtures, and quotations. They may also have committees, 
bureaus or departments to supervise or perform specific duties 
in connection with weighing, inspection, sampling and grad- 
ing, inspection of elevators or warehouses, registration of 
warehouse receipts and other special matters. Exchanges on 
which various commodities are bought and sold may have 
special committees, bureaus or departments iu charge of the 
trade in particular commodities such as grain, provisions or 
flour. 

An important link in the organization of some of the 
speculative exchanges is the clearing house in which contract 
margins are cleared at the close of each day's business session. 

' For memberBhip of New York Produce Gichaoge tee The An- 
nol* of the American Academy of Political and Social Science, Sept- 
3911, p. 218. 
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In order to protect both parties to a future contract the ei- 
changes authorize the buyer and seller to require the deposit 
with some designated exchange official, approved bank or 
clearing house of a margin equivalent to 10 per cent, or other 
proportion of the market price. The concerns which have 
become members of the clearing house, instead of calling 
upon each other individually for margins, may settle with 
the clearing house at a certain time each day after all their 
various trades have been checked. 

The produce exchanges do not themselves deal in grain, 
cotton or other farm staples, all buying and selling being done 
by the individual members. The exchanges merely provide 
the trading rules, supervise the trading in various ways, pro- 
vide rooms where it may be conducted, adjust disputes and 
perform various other necessary functions. The income of 
the exchanges is not derived from the purchase or sale of 
cotton or grain by them, but from rents, buildings, invest- 
tueiits, membership dues, the sale of price quotations or sim- 
ilar sources, and in some Instances from inspection or other 
fees for services rendered. 



PiTTCRE CONTBACTS 

Since a produce exchange is said to be a speculative ex- 
change if it authorizes the sale of future contracts it is de- 
sirable to define and describe such so-called "future" transac- 
tions somewhat more fully. 

JDefinitioB of Future ContraotB. — As is stated by the 
United States Bureau of Corporations, "the system of future 
trading in cotton, and, for that matter in other staples sim- 
ilarly dealt in, is based on contracts on the part of the seller 
to deliver, and, consequently, on the part of the buyer to re- 
ceive, at a time subsequent to the making of the contract, a 
certain quantity of tiic product at a stipulated price, . , , A 
future transaction differs from a 'spot' transaction in that 
the latter invariably represents goods actually on hand or in- 
gtantly available at the time the contract is made, and, more- 
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over, coatemplateB an immediate or an approximfttely iinm^ 
diate delivery." ' ' 

Future contracts are entered into not only on the specula- 
tive cotton and produce excliangea, but privately in nearly 
every line of business. A fanner may privately contract to 
deliver a given number of bushels of potatoes at a specified 
price and at a stated time in the future, a miller may similarly 
contract to deliver flour, a steel mill to deliver rails or plates, 
fi contractor to complete a building. Strangely, Buch contracts 
when privately made are not regarded as speculative. The 
cotton and grain exchanges have adopted detinite future con- 
tracts for use in speculative transactions and definite rules 
which their members are required to follow. 

The official future cotton contract of the New Orleans Cot- 
ton Exchange for example, is as follows : 

CONTRACT 

New Orleans, , 19, ,. . 

In consideration of one dollar in hand paid, receipt of which 

is hereby acknowledged of the City of New 

Orleans, State of Louisiana, have this day sold to (or bought 

from) of the City of New Orleans, State 

of Louisiana, 50,000 pounds, in about 100 square bales of cot- 
ton, growth of the United States, deliverable from approved 
storage places for cotton in the port of New Orleans, between 

the first and last days of next, inclusive, excepting 

holidays as provided in Rule 40 of the Rules of the New Or- 
leans Cotton Exchange for the transaction of the Future Con- 
tract business. 

The delivery within such time to be at seller's option, in not 
more than two approved storage places, upon five business days' 
notice to the buyer, as provided by the Rules of the New Or- 
leans Cotton Exchange. 

The cotton to be dealt with herein or delivered hereunder 
shall be of. or within, the grades for which standards are estab- 
lished by the Secretary of Agriculture, except cotton prohibited 
from being delivered on a contract by the iifth subdivision of 
Section 5 of the United States Cotton Futures Act, and no 
other grade or grades (subject to the United States Cotton 
'Beport on Cotton ICxcliangeB: Part 1, p. 36. 
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Futures Act, Section 5, and subject to Now Orleans Cotton 

Exchange inspection and classification) at the price of 

cents per pound for Middling. 

In case cotton of grade other than the basis grade should 
be delivered or tendered in settlement of this contract, the dif- 
ferences above or below tbe contract price which the receiver 
shall pay for such grades, other than the basis grade, shall be 
the actual commercial differences determined as provided in 
Section 6 of the United States Cotton Futures Act. 

Either party shall have the right to call for a margin as the 
variations of the market for like deliveries may warrant and 
which mai«in shall be kept good. 

This contract is made in view of, and in all respects subject 
to, the United States Cotton Futures Act, Section 5. and to 
the By-Laws, Rules and conditions, not in conflict therewith, 
established by the New OrlesMs Cotton Exchange. 

Signed 

The "Cotton Futures Act"' of August 18, 1914, regulates 
the form of the cotton futures dealt in on American cotton ex- 
changes by providing that a tas of two cents per pound of cotton 
must be paid unless actual deliver? is made or unless the con- 
tract conforms to the following specified conditions :' 

(a) It must be in vn-iting plainly stating the terms of 
such contract and must conform to the rules and regulations 
made pursuant to the act. 

(b) Names and addresses of the seller and buyer must be 
specified. 

(c) It must be signed by the party to be charged or by his 
agent in his behalf. 

(d) It must specify the quantity of the cotton involved in 
bales or in pounds. 

(e) It must specify the basis grade for the cotton involved 
in the contract, which shall be one of the grades for which 
standards are established by the Secretary of Agriculture, 
except grades prohibited from being delivered. Middling shall 
be deemed the basis grade incorporated into the contract if no 
other basis grade be specified tn the contract 

(f) It must set out the price per pound at which the cotton 
of such basis grade is contracted to be bought or sold. 

(g) It must state the date when the purchase or sale was 
' See Appendix A, Sections 3, 4, 5, 10. 

'Am anaijzei in Sew York Jtmrnai of Commeree, Feb. 18, 1915. 
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made and the month or months in which the contract is to be 
fulfilled or settled. 

(h) It muat provide that the cotton dealt with therein or 
delivered thereunder shall be of or within the grades for which 
standards are established by the Secretai? of Agriculture, ^- 
cept grades prohibited from being delivered on a contract. 

(i) It must provide that in case cotton of grade other than 
the basis grade be tendered or delivered in settlement, the differ- 
ences above or below the contract price which the receiver 
shaU pay for such grades other than the basis grade shall be 
the actual commercinl differences, determined as prescribed 
by the act. 

(j) It must provide that cotton of the following descrip- 
tions shall not be delivered on, under, or in settlement of the 
contract : 

1. Cotton that because of the presence of extraneous matter 
of any choraeter or irregularities or defects is reduced in value 
below that of good ordinary. 

2. Cotton that is below the grade of good ordinary, 

3. If tinged, cotton that is below the grade of low mid' 
dling; or, if stained, cotton that is below the grade of middling. 

4. Cotton that is leas than seven-eighths of an inch in length 
of staple, or cotton of perished or immature staple. 

6. Cotton that is "gin cut" or rcginned, or cotton that is 
"repacked," or "false packed," or "mixed packed," or "water 
packed." 

(k) It must provide that all tenders of cotton shall be the 
full number of bales involved therein. (Such variations of the 
number of bales may be permitted os ia necessaiy to bring the 
total weight of the cotton tendered within the provisions of the 
contract as to weight, and necessary variations in the weight of 
the cotton tendered may be permitted, not to exceed 1 per cent 
of the total weight specified in the eontraet.) 

(1) It must provide that on the fifth business day prior 
to delivery the person making the tender shall give to the per- 
son receiving the same written notice of the date of delivery, 
and that on or prior to the date so fixed for deliveiy, and in 
advance of final settlement, the person making the tender shall 
furnish to the person receiving the same a written notice or 
certificate stating the grade of each individual bale to be de- 
livered and identifying each bale with its grade by means of 
marks or numbers. 
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(m) It must provide that, in case a dispute arises between 
the person making the tender and the person receiving the 
aame aa to the quality, or the grade, or the length of staple, 
of any cotton tendered under the contract, either party may 
refer the question to the Secretary of Agriculture for deter- 
mination, and that such disput« shall he referred and deter- 
mined, and the coetB thereof fined, assessed, collected, and paid 
in such manner and in accordance with such rules and regula- 
tions aB may be prescribed by the Secretary of Agriculture. 

The contracts and rules of tlie New York and New Or- 
leans exchanges have been changed in an endeavor to con- 
form to the requirements of the statute. Persons in the 
United States are, however, in practice usually prohibited 
from dealing in futures on the Liverpool or other foreign 
cotton exchanges, because the act similarly applies the two- 
cent tax to foreign contracts unices they conform to certain 
conditions prescribed in the act, or actual delivery of cotton 
is made. Section 11, to which foreign exchanges ha\e not 
thus far seen fit to conform, is as follows : 



Sec. 11. That upon each order transmitted, or directed 
or authorized to be transmitted, by any pereon within the 
United States for the making of any contract of sale of cotton 
grown in the United States for future delivery in cases in 
which the contract of sale is or is to be made at, on. or in 
any eicbange, board of trade or similar institution or place of 
buainees in any foreign country, there is hereby levied an 
excise tax at the rate of 2 cents for each pound of the cotton so 
ordered to be bought or sold under suoh contract: PROVIDED, 
That no tax shall be levied under this Act on any such order if 
the contract made in pursuance thereof comply either with 
the conditions specified in the first, second, third, fourth, fifth, 
and sixth subdivisions of section five, or with all the conditions 
specified in section ten of this act. except that the quantity 
of the cotton involved in the contract may be expressed therein 
in terms of kilograms instead of pounds. 

The official future wheat contract of the New York I'ro- 
dace Exchange is as follows: 



SPECULATION IN FAEM PBODUOTS !« 

New YoA, 19.... 

In coneideration of one dollar in hand paid, the receipt of 

which is hereby acknowledged have this 

daj sold to or bought of 

buahele of Contract Wheat, which shaU be either No. 2 Red 
Winter Wheat, No. 2 Hard Winter Wheat, No. 1 Northern 
8pring Wheat, No. 1 Hard Spring Wheat, or (at a discount of 
two c«nta per bushel from contract price) No. 2 White Winter 
Wheat, or (at a discount of five cents per bushel from contract 
price) No. 3 Red Winter Wheat, No. 3 Hard Winter Wheat, 
or No. 2 Northern Spring Wheat, New York Inspection, at 

cents per bushel of 60 the., deliverable at seller's 

(or buyer's) option 19 

This contract is made in view of, and in all respects sub- 
ject to, the By-Laws and Rules established by the New York 
Produce Exchange, in force at this date. 

Signed 

I'he future contracts which are regularly dealt in on the 
speculative exchanges, are sold by months of delivery and 
future prices are regularly quoted. Thus a statement that 
"May wheat" sells at $1.00 per bushel means that future con- 
tracts calling for delivery in May are selling at that price, the 
delivery to be made at any time between the first and last daya 
of May. The staii<Jard unit for speculative grain transaetiona 
IB 5,000 bushels, and when a broker desires to trade in larger 
amounts he offers or bids for "10," "20," "50," "100," or 
other quantity, meaning 10,000 or 20,000, etc., bushels. Cot- 
ton futures arc likewise sold in standard units of "50,000 
pounds in about 100 square bales." 

Cotton Fatures axe Basis Contracts. — Future contracts as 
sold on the speculative exchanges are not specific contracts 
obliging the seller to deliver a particular lot of cotton or bin 
of grain, or even a particular grade of cotton or grain. They 
are "basis" contracts. The priiro of cotton futures is based 
npon "middling" cotton, but the buyer is not obliged to deliver 
that particular grade. He may deliver numerous other 
higher or lower grades, the number of deliverable grades 
varying on the dillercnt exchanges, altliougli those of Ameri- 
can exchanges are restricted by the "Cotton Futusw M^i' 



146 AQEICULTTJRAL COMMERCE 

According as he delivers higher or lower gradeB than "mid- 
dling" cotton certain additions to or deductions from the con- 
tract price are made. 

Cotton Qrade Difference!.— Such additions or deductions 
to the contract price of cotton futures are based upon "grade 
differences" established in accordance with the rules of the; 
cotton exchanges and the provisions of the "Cotton Futures- 
Act" of August 18, 1914. In New Orleans the so-called "com- 
mercial-difference" system has prevailed for many years. Be- 
fore the Cotton Futures Act was in effect an exchange com- 
mittee established the difference between middling and each 
of the other deliverable grades daily by establishing the official 
spot quotations for the New Orleans market. Grade differ- 
ences in New Orleans were, therefore, based directly upon the- 
current price at which the various grades of spot cotton were 
Helling in that market. In Liverpool the method of estab- 
lishing grade differences is similar to that which was employed 
in New Orleans in that they are also based upon the relative 
commercial values of spot cotton. Instead of having a com- 
mittee, however, which meets each day to establish official 
spot quotations, the Liverpool Exchange provides a panel of 
eighteen arbitrators, two members of which fix an appraisal 
or valuation relative to middling whenever any cotton is ten- 
dered o'n a future contract. The New York Cotton Exchange 
for many years adhered to the so-called "fixed -difference sys- 
tem," an exchange committee fixing the grade differences but 
once, twice or three times a year. This method sometimes 
resulted in the arbitrary fixing of differences and between the 
eessions of the revision committee the grade differences for 
delivery on future contracts sometimes were not in harmony 
vith the actual value of the various grades of spot cotton. 
In 1914 the New York Exchange therefore adopted a plan 
of monthly revision of grade differences, and instructed ita 
revision committee to take into account as nearly as prac- 
ticable the quotations which they obtained from the soiitliem 
spot cotton markets,* The revised plan which was to have 
■A. B. Marsh: "The New Butea of tho New York Cotton Ei- 
cbMBge, " Tetetile itanafactuTert' Journal, Uaj 2, 1614, pp. T9-S3. 
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become effective in full od December 1, 1914, was adopted 
largely because of the disturbing effect of the fixed-difference 
method upon cotton hedging, and becauee of frequent charges 
in Congress and elsewhere that the New York market did not 
fairly reflect the world's price for cotton. Meanwhile, how- 
ever, the Cotton Futures Act was enacted and caused the 
New York Cotton Exchange to further revise its methods of 
eetablisbing grade differences. 

Section C of this act, effective February 18, 1915, requires 
all American cotton eschanges to establiBb their contract 
grade differences in accordance with the following provisions: 



Sec. 6. That for the purposca of section five of this act 
the differences above or below the contract price which the 
receiver shall pay for cotton of grades above or below the basis 
grade in the settlement of a contract of sale for the future 
deliveiy of cotton shall be determined by the actual com- 
mercial differences in value thereof upon the sixth business 
day prior to the day fixed, iu accordance witli the sixth sub- 
division of section five, for the delivery of cotton on the con- 
tract, established by the sale of spot cotton in the market 
where the future transaction involved occurs and is consum- 
mated if Rueh market be a bona fide spot market; and in the 
eirent there be no bona fide spot market at or in the place in 
which such future transaction occurs, then, and in that case, 
the said differences above or below the contract price which 
the receiver shall pay for cotton above or below the basis grade 
shall be determined by the average actual commercial differ- 
ences in value thereof, upon the sixth business day prior to 
the day fixed in accordance with the sixth subdivision of sec- 
tion five, for the delivery of cotton on the contract, in the spot 
markets of not less than five places designated for the pur- 
pose from time to time by the Secretary of Agriculture, as 
such values were eatnhlished by the sales of spot cotton, in such 
designated five or more markets : Provided, That for the pur- 
poses of this seetion such values in the said spot markets be 
based upon the standards for grades of cotton established 1^ 
the Secretary of Agriculture: And Provided further. That 
whenever the value of one grade is to be determined from the 
Bale or sales of spot cotton of another grade or grades, such 
value shall be fixed in accordance with rules and regulationa 
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which shall be prescribed for the purpose by the Secretary of 
Agriculture. 

The New York Cotton Exchange now settles future con- 
tracts in accordance with the particular commercial- difference 
plan required by law. The New Orleans commercial-differ- 
ence plan has also been affected, because the United States 
Secretary of Agriculture has not thus far declared New Or- 
teane to be a "bona fide spot market." Grade differences at 
New Orleans as well as at New York are now based upon the 
"average actual commercial differences in value" prevailing 
in not less than five spot nmrketa designated by the Secretary 
of Agriculture.' 

Ortin Futnna Are Basis Contracta. — Future grain con- 
tracts are also basis rather than specific contracts, in that they 
permit the delivery of various grades, although a much smaller 
number than in ease of cotton futures. The standard Chi- 
cago wheat contract permits a tender of No, 1 and No. 2 red 
winter wheat. No. 1 northern spring. No, 1 and No. 2 hard 
winter and No. 1 velvet chaff wheat. In Minneapolis the 
contract grade for wheat is No. 1 northern. In Duhith, No. 1 
northern spring wheat is the contract grade but No. 2 north- 
em may be tendered at 5 cents per bushel under the contract 
price. In New York, as is shown in the wheat contract re- 
produced above (page 145), a larger number of grades are 
deliverable because the quantity of available wheat is smaller. 
The practice in the various markets depends largely upon the 
varieties, grades and total quantity of wheat which they 
handle. Contract grades are similarly established for de- 
livery of corn, oats, and flaxseed futures. Certain grades are 
commonly deliverable at the contract price.s, and various others 
at a premium or discount of from ^ to ft cents per bushel. 

*The Secretary of Agriculture on Feb. 10, 1915, deelareJ the fol- 
lowing marketB to be bona fide spot markete: Augiiata (Gn.), Boston, 
CharleHtoa, Dallas, Pall River, GalveBton, HouBton, Little Rock, Mem- 
pbii, Mobile, Montgomery, Norfolk, Savannah, anii Waco, 

The foIloKing are designated as spot marbcts for the purpose of 
determining grade differences: Augusta (Oa.), Boston, Dallas, Fall 
Biver, Houston, Little Rock, Memphis, Montgomery, Norfolk and 
Saraanab. 
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Neither cotton nor grain futures are apecific as to the time 
of delivery, the seller having the option of delivering on any 
day of the contract mpnth. 

Short Selling. — An additional feature of future contracts 
ia that the seller may or may not have the cotton, grain or 
other product in hie posGession at the time of sale. Persona 
selling contraclB before they have the product on hand are 
in the language of the trade "selling short"' — they are relying 
on their ability to obtain the required cotton or grain before 
the maturity of their contracts. 

Kanuer of Delivery.— In the primary grain exchanges de- 
liveries on future contracts are commonly made by the ten- 
der of negotiable warehouse receipts issued by "regular" ^ 
warehouses or elevators, only the oHicially graded grain in 
such warehouses or elevators being acceptable. In some mar- 
kets, as in New York, liowever, "railroad elevator receipts," * 
"railroad guaranteed certificates," and certificates of grain 
afloat may also be tendered. Deliveries on cotton futures are 
made by the tender of negotiable press or warehouse receipts 
accompanied by official inspection certificates.' 

The actual warehouse receipts or other evidence of grain 
or cotton are not, however, passed from hand to band each 
time a contract is sold. To avoid thit! the seller is permitted 
to issue a so-called "delivery" or "transferable" notice in 
which he notifies the buyer that he stands ready to delivee 
certain receipts in fullillnient of the contract. The receipts 
are tendered only when a contract is closed out by a delivery 
of the actual cotton or grain which it represents. 

Though future contracts call for the delivery of specified 
quantities of produce, their settlement does not necessarily 
result in such delivery. The rules of the Chicago Board of 
Trade, for example, specify that: 

In case it shall appear that the deliveir of any outstanding 
trade or contract between members of the Association may be 

^ See chap, iv, p. 75. 

'Ibid., p. 81. 

■ See chap, xiti, p. 284. 
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offset by some other corresponding trade or contract, made bj 
the parties vith other members of the Association, and the 
parties to such trade or contract, or their authorized agents, 
consent to such oSset, such trade or co'ntract shall be deemed 
to have been settled and any balance between the current mar- 
ket Taluo of the property covered by such trade or contract, 
and the several contract prices shall be due and payable im- 
mediately by the party from whom such balance may he due 
to the party entitled to receive the same under his con- 
tract. 

Thus two contracts which agree in all particulars except 
price may offset each other and be settled by a payment of 
the price difference. Contracts may in this way be closed 
out by direct settlement between the parties concerned, or so- 
called "rings" may be formed whereby the future transactions 
of many exchange members may be offset and balances ad- 
justed. . 

Legality and Bindii^ Katnre of Fctores. —Whether o r 
not actual deliveries of produce arc made on all future con- 
tracts, euch eontracU are binding and in every case represent 
actual grain, cotton or other property. 

The seller of such a contract is absolutely liable for the 
delivery, and if called upon for such delivery by the buyer he 
can in no way avoid compliance with the terms of his contract 
except under unusual conditions especially provided for, . . , 
When the time for making delivery has expired he cannot sell 
out his contract. This fad and the fact that any buyer, from 
the first to the last, can if he chooses hold his contract and 
compel the seller to deliver actual cotton (grain, etc., as the 
case may he) when the date of maturity arrives, give trading 
in futures a character entirely different in principle ut least, 
from that of a mere wager or het.* 

Though futures are unfortunately sometimes bought or 
sold in a spirit of gambling, the contracts nevertheless repre- 
sent actual farm products. In the absence of prohibitive 
statutes and of proof that both buyer and seller of a future 
contract understand it to be a wager upon which no delivery 

'Bureau ot Corporations: Cotton Exchanges, Part I, p. 43. 
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vill be made, the legality and binding nature of such a con- 
tract is upheld by the coiirtB.' 

Backet SliopB. — Brokerage firms dealing in futures should 
not be confused with "bucket shops" the transactions of which 
in no way concern either the spot or future cotton and grain 
trades. The so-called "purchases" or "sales" which are made 
in bucket shops are not real purchases or sales but mere 
wagers or bets upon the future prices of specified commodi- 
ties. Bucket shops arc not only illegal as gambling institu- 
tions but are in most states prohibited by specific anti-bucket- 
ehop statutes. 

Options. — Future contracts should likewise be distin- 
guished from "options" which are merely privileges entitling 
the buyer, in return for a conaideration or forfeit, either to 
compel the seller to deliver or to receive a specified amount 
of produce at a fixed price and within a prescribed time. An 
option entitling the buyer to deliver a certain amount of 
produce is known as a "put"; one entitling him to call upon 
the seller for such produce is a "call"; and an option which 
entitles the buyer either to deliver or receive is a "straddle." 
Options differ from future contrat;t8 in that they do not re- 
quire delivery unless the buyer chooses to exercise his privilege 
to put or call. They serve as a means of limiting losses in 
produce transactions, but have so frequently been used as mere 
betting devices that in most states they are prohibited alike by 
state statute and exchange regulations. 

Fdnctions or SpiicuLATivi; Kxchanoes in the Sale op 
Si-OT Pkoduck 

One of the direct functions of the speculative exchanges 
is that they facilitate and supervise speculation in produce and 
oblige those who desire to speculate to do so in accordance 
with prescribed rules and principles of justice and equity. 
The speculative exchangoa, however, perform important func- 
" 'Irwin vs. WillLar. 110 U. S. 499, 507; C. Parker: "Govera- 
mentitl Regulation of Speculation," The Annals of tlte Amcriem 
Aea4em!t of Political and Social Science, Sept., 1911, p. 150. 
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tiona in the sale of spot or cash grain, cotton or other pro- 
duce, and it is because of these functions that they are im- 
portant links ill the organization of American commerce. 

1, Speculative Ezchan^ea as Spot Harkets. — The specu- 
lative exchanges are not merely markets for dealing in futures 
but, with few exceptions, are great spot or cash produce mar- 
kets. This is particularly the case in the grain trade. The 
greateet grain exchanges of the United States are located in 
the primary grain centers of the interior and in the seaboard 
grain markets, and as was previously stated,' the bulk of 
the grain bandied at these markets is bought and sold on the 
exchanges in accordance with exchange regulations. While 
the Chicago Board of Trade is the greatest speculative grain 
market in the world it is also the greatest cash grain market, 
and the Minneapolis, St. Louis, Uiiliilh, Kansas City and 
New York exchanges are likewise important spot as well as 
speculative markets. Indeed, on many of the primary and 
seaboard grain exchanges the sale of spot grain is of greater 
importance than the sale of futures. 

The grain exchanges establisli uniformity in customs and 
usages, promote equitable trade principles, regulate inspection, 
grading, weighing, elevators, warehouse receipts, and storage 
charges and commissions, promulgate rules for delivery, and 
in other ways provide an organized market where cash grain 
may be bought and sold in an orderly manner. As was 
previously explained their spot grain regulations depend 
somewhat upon the extent to which the states undertake to 
regulate the grain trade.' 

Most of the speculative cotton oxchaiiges. likewise, arc im- 
portant spot markets. The New Orleans Kxcliangc is one 
of the largest spot cotton markets in the cotton belt, the Liver- 
pool Exchange is the largest in Great Britain, and the Havre 
Exchange is the largest in France. 

While in recent years from 100,000 to 600,000 bales of 
spot cotton have been annually sold on the New York Cotton 
Exchange, it is the only great speculative produce exchange 

' See chap, iv, pp. 84, 87. 
'Ibid., p. 77. 
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in the United States whicli is not a broad spot market. The 
annual spot sales which in the early seventies exceeded 500,- 
000 bales or over 15 per cent, of the crop at times fell to 
less than 100,000 bales or about 1 per cent, during the nine- 
ties.* In the crop year 1910-1911 the spot sales were reported 
at 404,000 bales and in the following year at 219,000 bales, 
or 3.3 and 1.4 respectively ^ of the season's crop. The princi- 
pal reasons for the relative decline of the spot business are 
that New York is not a convenient cotton-export point, that 
the rail rates to and from the South to New England have 
been so readjusted that it is less expensive to ship cotton 
direct to the mills than to rcship it from New York, and that 
the southern planters and dealers arc financially less depend- 
ent upon New York bankers than in the past. A portion of 
the cotton supply of Now York, moreover, has consisted of 
so-called "overs'' or surplus grades of cotton for which the 
southern spot buyers have no inmiediate outlet, and this has 
deterred spinners from purchasing spot cotton there. Spin- 
ners likewise contend that they have not been able to buy 
New York futures with a view to requiring actual delivery of 
cotton because the contracts permit the delivery of a wide 
range of grades including the surplus grades for which the 
spinning demand is small.^ Tlie restrictions placed upon the 
grades deliverable on contracts by the "Cotton Futures Act" 
will probably exert an influence upon the quality and quan- 
tity of cotton handled in the New York market in the fu- 
ture. 

2. Speculative Exchanges Provide a Continuous Karket. 
— It is largely because of the great exchanges where there is 
a continuous market in which large quantities are readily 
bought and sold at a moment's notice, that dealers are willing 
to purchase enormous supplies of grain and cotton during the 
harvesting seasons. By providing a continuous market, the 

* U. S. Bureau of Corporations : Cotton Exchanges Part I, pp. 
248-249. 

'New York Cotton Exchange: Annual Keport of Cotton Crop 
(1910-1911 and 1911-1912). 

' M. T. ('opeland : The Cotton Manufacturing Industry, p. 186. 
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exchanges and the use of negotiable warehouse receipts give 
to produce the qvaliiy of mobility.^ 

The existence of a continuous market aleo facilitates the 
financing of the grain and cotton crops. Were it not for the 
ability to hedge and the knowledge that grain and cotton 
always have a ready market on the exchanges, bankers would 
be lesB ready to provide buyers with the necessary loans, and 
commissionmen and merchants would be more cautious in the 
making of advances or loans to local buyers and producers. 
The ability to hedge, moreover, is absolutely dependent upon 
the existence of a continuous market. The presence of a 
group of speculators facilitates the maintenance of a continu- 
ous market, for some of them, with a view to making a future 
profit, are always willing to accept any quantity offered in 
the market. 

3. BpeonlatiTe Exchanges Collect and Disseminate Trade 
Information. — The great exchanges act as "clearing bouses 
of information." ' Not only do tlie exclinngcs as siu-h collect 
and publish information and post it on bulletins, but the 
knowledge of 4heir individual members as to crop conditions 
and movements, weather conditions, changes in transportation 
charges, federal and state legislation, competition, cooperation 
and the remaining forces affecting the supply of and demand 
for produce,* is currently given "expression in the form of 
purchases and sales at prices which are immediately trans- 
mitted by wire to all the trade centers, and soon made avail- 
able to the general public by the daily press." * 

4. BpecalatlTe ^chai^fes Tend to Establish World Prices. 
— By providing a continuous market, disseminating trade in- 
formation, and providing an organized market whore future 
conditions may be systematically discounted, the speculative 

'S. 8. Huebner: "The Functions of Pro.luee KsclinnKea," Tlit- 
AnitaU of the American Academy of Political and Social Science, 
Sept, 1911, p. 11. 

'Ibid., p. 16. 

'See cbap. svii, pp. 350-354. 

*8. 8. Enebaer: "The Functions of Proiluce Exchanges," The 
AnnaU of the American Academy of Faliticat and Social Science, 
Sept., 1911, p. 16. 
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exchanges do much to establish world prices for cotton and 
nearly all the leading cereals. It is on these exchanges that 
large numbers of buyers and aeilers regularly register their 
knowledge of the present and their judgment of the future 
each time they buy or sell. The telegraph and ticker Bcrvice 
has so connected the various grain exchanges that they are 
practically a single vast market. Allowing for differences in 
transportation and shipping costs and in some cases import 
tariJTs, the grain prices paid at most of the great exchange 
markets throughout the world are in the long run substantially 
uniform; because the many arbitrageuTs who buy and sell at 
any of tlie exchange markets with a view to making a profit 
out of temporary price differences cause the various exchanges 
to seek a common level.' Wide differences occur only tempo- 
rarily. In the same way there is nonnaUy a world's market 
and price for cotton. 

The prices paid in the exchange markets affect not only the 
exchange transactions, but as previously stated the prices re- 
ceived by the growers of cotton and grain, and those paid by 
millers, malstcrs, cereal manufacturers, spinners and weavers 
are usually based directly upon the current price quotations 
of the primary market in which the grain is bought or sold 
or of the cotton exchange in which the cotton is hedged. 

S. Future Contracts as a Heans of Insurii^ Kade Froflti. 
— It is not only by fumisliing a continuous market where 
grain or cotton may be bought or sold at any time that the 
exchanges afford protection to producers, dealers, bankers and 
manufacturers. The future contracts which are bought and 
sold on the exchange serve as a means of insuring against the 
loss of trade profits resulting from fluctuations in the prices 
of epot produce. 

The most direct use of futures for this purpose occurs 
when producers, dealers, merchants, exporters or other sellers 
of grain or cotton sell contracts with a view to actually deliver- 
ing the grain or cotton at the agreed price, and when millers, 
spinners or other buyers of produce purchase futures for the 
purpose of requiring such deliveries during given months 

^See chap, iv, p. 56, 
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throughout the year. Grain futures are, however, not gen- 
erally used in this way and cotton futures seldom, because 
they are not specific as to the grade which will be delivered 
or the day of the month when deliveries will be made. 

Futures are more commonly used as a means of hedging 
spot Iransactions. Any dealer or shipper with grain or cotton 
on hand for which no immediate orders are received may 
hedge by Belling future contracts on the speculative exchanges. 
Perhaps the simplest illustration is that of a primary market 
grain dealer who has a quantity of grain in store wliich he 
eventually hopes to ship to the seaboard and by so doing make 
a small trade profit. Assuming that in August a Chicago 
dealer has bought 100,000 bushels of wheat for 90 cents a 
bushel, it is obviously important in the absence of insurance, 
that prices should not decline before he finds his eastern 
buyer. In order to protect himself against this possibility 
he may immediately sell a future contract on the exchange 
for delivery in some future month, say in September. He 
now is party to two distinct transactions — a spot and a future 
transaction — for it is not his intention to deliver his grain 
on the future contract which ho has sold. If by the time he 
finds his eastern buyer the price of wheat in Chicago has de- 
clined to 80 cents it is obvious that he has lost 10 cents per 
busliel on the grain which he has in store. In that event, 
however, the price of futures will also have declined 10 cents, 
for spot and future grain prices normally iluctuate together, 
and he is therefore able to close out or cover his short sale by 
buying a future at a profit of 10 cents a bushel. The loss on 
his spot grain and the profit on his future transaction, there- 
fore, countcrhalnuce each other and on the basis of Chicago 
prices he has neither a loss nor a profit. Spot prices in the 
seaboard markets, however, are normally higher than those at 
Chicago or other primary markets by an amount sufficient to 
cover shipping and handling costs and yield a trade profit. 
When the price of his grain in Chicago has declined to 80 
cents, he will therefore be able to sell in New York at say 88, 
which will enable him to pay shipping and handling costs and 
mate the email trade profit which he originally desired. Had 
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the price of grain risen instead of declined hie hedge would 
have deprived him of a Bpeculative gain, but would have sim- 
ilarly insured bis trade profit. 

In the same way country grain dealers, line elevator com- 
panies, seaboard grain dealers, grain exporters, local cotton 
merchants, cotton exporters and brokers or other grain and 
cotton dealers in. maiiy cases hedge grain or cotton which they 
have bought so as to insure their trade profits. Hedging is 
sometimes more complicated than the simple illustration here 
given ; for cotton, for example, may bo bought in the interior 
of the South, hedged on the New York or New Orleans ex- 
changes, and ultimately sold iu Ijivcrpool or New England, 
but the principle is the same. 

Grain and cotton dealers uf all kinds may also hedge grain 
or cotton which they have privately contracted to deliver at 
a fixed price, hut which they do not at the time possess. 
Thus it may he assumed that in August the Chicago grain 
dealer, mentioned above, privately contracts to deliver to a 
New York miller in September 100,000 bushels of a particu- 
lar grade of wheat at 90 cents a bushel, but that he does not 
possess this wheat at the time ho accepts the contract. He 
agrees to deliver at 90 cents because that price will enable him 
to make a trade profit and because it bears tlic correct rela- 
tion to the price at which he can buy September futures.' He 
therefore immediately buys a September future for the same 
quantity of wheat at say 82 cents per bushel. Assumiug tliat 
the pric-e of wheat rises and that he buys the 100,000 bushels of 
cash wheat in Chicago for 'J2 cents, it ia obvious that he has lost 
2 cents as a result of the fluctuation in the price of spot wheat. 
The future which he bought would normally, however, also 
have risen to 92 cents, and he could sell it at a profit of 10 
cents per bushel. He would liow be able to deliver the 100,- 
OOO bushels profitably at 90 cents a bushel, because the 8 cents 
net difference between his loss on the spot transaction and 
profit on the future transaction is adequate to cover shipping 
and handling costs and yield a small trade profit. 

'90 cents = »2 «nt8 in Chicago plus say 8 cents to cover ■hipping 
and handling cobU and a trade profit. 
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Spinners or millers who have bought a supply of cotton or 
grain without having contracted to sell their yarn or flour 
may Bimilarly hedge by selling a corresponding quantity of 
future contracts. If they have contracted to deliver certain 
quantities of yarn or flour before buying tlie required amount 
of cotton or grain they may hedge by purchasing future con- 
tracts. Textile manufacturers, millers, wholesale merchants 
or others who have on hand a large stock of unsold finished 
cotton or grain products may if they desire hedge by soiling 
cotton or grain futures in proportion to the amount of cotton 
or grain required to make a given quantity of the finished 
products. They may in this way avoid loss on their stock of 
goods to some estent because the prices of the iinished prod- 
ucts are in a large measure based upon the price of the raw 
materials.* Since this price relation is not at all times definite 
and exact the hedging system is less commonly used than in 
the purchase and sale of raw cotton and grain. 

The amount of grain and cotton hedging on the part of 
millers and spinners varies in different places. Large flour 
millere in the United States -regularly hedge their grain and 
flour transactions, American cotton spinners hedge less fre- 
quently ; the practice is still less common among Continental 
European spinners who carry somewhat smaller stocks of raw 
cotton and are further removed from the large speculative ex- 
changes; and there is relatively little hedging on the part of 
British spinners who usually require tJie cotton merchants to 
hold all but a small part of the raw cotton supply. The 
greatest amount of hedging Is done by the merchants, dealers, 
exporters and other grain and cotton middlemen who stand 
between the farmers and the manufacturers, and who desire 
to make a trade profit by distributing the crops. 

The aggregate volume ot hedging tran.sactions is enor- 
mous, for a given quantity of grain and cotton may be vari- 
ously hedged by the local buyer, central dealer, exporter, 
manufacturer and any other grain and cotton t 



'See Report of Committee of American Cotton Manufacturers' 
AsMKiation on Cotton Exebangcs, Textile Manufacturers' Journal, 
liBj 2, 1914, p. 87. 
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may also be hedged repeatedly by a single owner, for hedges 
may be shifted from month to month until the spot grain or 
cotton is eventually diejjosed of. Hedging is perhaps the 
principal trade function of the speculative exchanges. 
Strangely enough it enables those grain and cotton concerns 
that wish to avoid the danger of speculation to protect their 
trade profits by entering the speculative market. 

Hedging does not always afford complete insurance of 
trade profits, for prices of spot produce and futures do not 
always fluctuate in exact relation to each other. In the grain 
trade the difficulty of attaining substantially exact hedges has 
been small. In the cotton trade, however, the relation be- 
tween spot and future prices has at various times broken 
down. Owing to llie seller's right to deliver numerous grades 
of cotton including low grades, cotton futures have normally 
sold at a discoiiut. The merchant or spinner can make due 
allowance for this normal discount, but when at times, espe- 
cially in New York, the cotton futures have sold abnormally 
low because of inaccurate grade differences or other reasons, 
the hedge has not afforded complete protection. The exact- 
ness of hedging may also at times be destroyed by undue 
manipulation or the cornering of futures maturing in particu- 
lar months. 

Various provisions of the "Cotton Futures Act" affect cot- 
ton hedging: (1) The two cent per pound tax payable in 
case a person in the United States buys or sells a future con- 
tract on a foreign exchange not complying with the condi- 
tions imposed by the act prevents American cotton exporters 
from hedging on the Ijivcrpool exchange. (2) The restric- 
tions applicable to future contracts made on American ex- 
changes, especially those debarring the delivery of low-grade 
or mixed packed cotton or cotton that is less than seven- 
eighths of an inch in length of staple, has caused some un- 
certainty as to the relation between the price of futures and 
of spot cotton. Whether or not this uncertainty will be a 
permanent one cannot at present (May, 1915) be foretold. 
Thus far, however, the act has confined hedging on the part 
of American cotton dealers or merchants to Am 
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changes and has tended to reatrict somewhat the total amount 
of cottoa hedging. 

Effect of Speculation on Spot Prices 

There are widely varying views as to the effect of specula- 
tion upon the price of spot produce. Cotton and grain grow- 
ers not infrequently contend that it depresses the prices 
which they receive. This view is based mainly on the belief 
that as spot and future prices largely fluctuate in harmony, the 
sale of futures has the same effect as a large increase in the 
supply of grain or cotton. The sale of futures, whether as a 
short sale or otherwise, does not, however, have such a de- 
pressing effect. In the first place every short sale means 
also a purchase at the time and "consequently against the de- 
pressing influence of the short sale there is the uplifting influ- 
ence of the purchase, and the effect of the transaction on 
prices is determined by the relative character of the buying 
and selling and not by the mere fact that a sale has beeu 
made.'" Second, every future is a valid and binding con- 
tract. Every short sale, therefore, before or at the time when 
the contract matures, requires a purchase either of grain or 
cotton or of another future to offset the one that was sold. 
Third, "this popular misconception of short selling overlooks 
the extremely important fact that influential speculators sel- 
dom undertake deliberately to contest natural conditions at 
least for any length of time. Instead they frequently spend 
large sums of money in securing all possible information 
which may tend to influence prices. Instead of fighting nat- 
ural conditions, the ordinary speculator is eager to ascertain 
correctly what the natural conditions are and what their 
probable influence will be, and then to shape his campaign 
in the market in accord with such information.'" Fourth, 
as was pointed out in a previous chapter, when futures sell 
at an abnormal discount, as they sometimes do in the cotton 

'U. S. Bureau of Corporstiona: Cotton Exchangea, Part IV, p. 
276. 
. •Hid. 
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trade, the spot prices of the large markets refuse to follow 
the price of futures and the cotton buyers are economically 
compelled to readjust the limits which determine the growers' 
prices.* Fifth, statistics as well as common trade knowledge 
indicate that in the years when the volume of future sales 
is greatest spot prices are usnally higher than when specula- 
tion is at low ebb.' 

Sixth, the present effect of speculation upon farmers* 
prices is not to be judged by comparison with assumed prices 
such as might be paid if all the abuses of speculation were 
abolished and all its advantages were retained, but by com- 
parison with the prices which would probably be paid if there 
were no speculation whatever. The widespread use of the 
future markets for hedging purposes makes it clear that if 
the selling of futures were everywhere abolished, grain and 
cotton buyers would endeavor to protect their trade profits 
by paying the farmers relatively lower prices. 

While there are farmers who believe that speculation de- 
presses spot prices, so there are some flour millers and cotton 
spinners who are equally positive that it has the opposite 
effect. They usually have in mind the "comers" which some- 
times occur in the speculative markets. A speculative comer 
occurs when the outstanding futures maturing in a particular 
month are bought up by a group of operators who suddenly 
threaten to require delivery. It is only a temporary "squeeze" 
which lasts until the operators who sold short for delivery in 
that month settle at a much advanced price. It is an evil 
mainly because of its disturbing effect upon outBtanding 
hedges. The speculative comer should not be confused with 
an actual comer of spot grain or cotton. Such a corner would 
have far-reaching effects, but the grain and cotton crops of 
the United States and of the world have become so vast there 
is little likelihood of such a calamity. 

While the sale of futures usually tends to maintain grow- 

'Chap, V, p. 114. 

'For cotton price HtatiHticH gee Bureau of CorporatioDS ; Cotton 
EicbftDgef, Part IV, pp. 272-275. For ^ain price statistiCB tee U. S. 
Industrial Commiesiou Beport, Vol. vi, pp. 192-195. 
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ere' prices because of their use for hedging purposes, it does 
not follow that the spot prices paid by flour millers and cot- 
ton spinners are thereby advanced beyond the level warranted 
by natural conditions of supply and demand. As stated by 
the United States Bureau of Corporations in connection with 
cotton prices, "regardless of just how the benefit is divided 
88 between producer and spinner, it is certain that the hedg- 
ing function, under a properly conducted system, tends, within 
narrow limits, to increase the price of cotton to the producer 
without advancing the price to the spinner." ' 

Speculation afTects central market prices in that it tends 
to establish a proper price level earlier than it would other- 
wisfl be established. It moreover tends to steady spot prices. 
This steadying effect is not to be confused with the fact that 
future prices have in recent years fluctuated more violently 
and more frequently than spot prices. Spot prices are steadied 
by speculation in that without the tendency of the exchanges 
to constantly discount future conditions and their unusual 
efforts to obtain accurate trade information, they would break 
much more sharply between the harvesting seasons. The 
speculative exchanges likewise, as waa previously pointed out, 
facilitate the establishment and maintenance of a world's 
price for cotton and the leading cereals. 
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CHAPTER Till 
THE LOCAL MAEKET FOB LIVE8TOCK 

IThe livestock trade of the United States has reference, 
largely, to the trade in beef cattle, hogs and sheep. Dairy 
cattle are the basis of the country's highly important dairy 
industries, and the value of horses, etc., for draft purposes 
ie unquestioned; but neither in dairy cattle as such nor in 
horses is there the systematically conducted trade that is 
carried on in meat-produciDg animals. 
. The trade in beef cattle, hogs and sheep will serve to illus- 
I trate an agricultural industry in which there is no systematic 
! exchange speculation, in which the growers instead of selling 
locally ship much of their output direct to large central mar- 
kets, and in which the central or primary markets serve some- 
what different purposes than those of the grain and cotton 



Geoobaphioal Classtfioatiok op Livestoce Trade 

The Cattle-ifrowit^ Districti.— The United States Depart* 
ment of Agriculture estimates that the total number of cattle, 
other than dairy cows, on the farms of the United States has 
declined from a maximum of over 51,500,000 on January 1, 
1907, to 35,855,000 on January 1, 1914, and 37,067,000 on 
January 1, 1915. The returns of the Census Office differ 
from theee, but likewise show a decline from 50,584,000 on 
June 1, 1900, to 41,178,000 on April 15, 1910. There are in 
addition some 21,000,000 dairy cows. The total number of 
cattle varies considerably at different times of the year, the 
number on July first being about 14 per cent, larger than on 
164 
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February first,' and this variation explains a part of the differ- 
ence between the census returns and those of the Department 

of Agriculture. It also shows that the decline in the number 
of cattle during the decade 1900 to 1910, as reported by the 
Census Office, is somewhat exaggerated because thoir number 
is normally about 4 per cent, larger in the United States on 
June first than on April fifteenth. 

The largest numbers of beef cattle are raised in Texas, 
Iowa, I^ebraska, Kansas, California, Missouri, Illinois, Okla- 
homa, Minnesota, Wisconsin, Colorado, South Dakota and 
New Mexico. Although cattle are raised throughout the en- 
tire country, the great beef-producing states are those of the 
Mississippi Valley and the Far West. 

They may be divided into three main areas: (1) the 
northwestern grazing grounds, or northern half of the Great 
Plains including the eastern foothills and many of the pla- 
teaus and valleys of the Rocky Mountains, In this area, com- 
prising large parts of North and South Dakota, Minnesota, 
western Nebraska, Colorado, Montana and Wyoming, the 
so-called "western" grass-fed cattle are grown, (2) The 
southwestern grazing grounds, comprising parts of Texas, 
Oklahoma, Arkansas, Now Mexico and Arizona. The cattle 
raised In this area are commonly known as "Texas range" cat- 
tle, (3) The feeding grounds, including parts of Iowa, Kan- 
sas, eastern Nebraska, Missouri and Illinois. The number of 
beef cattle in this area exceeds that in any other cattle-grow- 
ing district, for not only do the growers raise much native 
stock, but large numbers of Western and Texas range cattle 
are shipped to the feeding grounds to be fattened oil corn 
and to a smaller extent on cottonseed meal, distillery products 
and the coarse grains. Some of the stock feeders are corn 
growers who prefer to market their crop in this way, while 
others are professional feeders who make a business of buying 
the grass-fed cattle and the necessary food and of selling 
the fattened animals at prices sufficiently high to cover all 
costs and yield a profit. 

'U. S. Bureau of Statistics (Department of Agriculture), The 
Agricultural Outlook, Apr. 23, 1914, p. 9. 
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Ab shown in Map No, VII many beof cattle are grown in 
the Pacific elope, in tlic North Atlantic etates and throughout 
the South, but the cattle trade in these regions is mainly 
a local trade. The populous regions of most of the eastern 
and southern states are compelled to draw upon the three 
principal cattle-raising areas for much of their beef sup- 
ply- 

The Hi^raiaing Area. — The number of bogs in the 
United States has according to census returns also declined 
from 62,868,000 on June 1, 1900, to 58,186,000 on April 15, 
1910, a loss which is counterbalanced by the fact that the 
number is normally about 18 per cent, larger on June first 
tlian on April fifteenth. The Department of Agriculture esti- 
mates that the number of hogs on the farms of the United 
States on January- 1, 1901, was 56,982,000, on January 1, 
1914, 58,933,000, and on January 1, 1915, 64,618,000. Be- 
tween March first and October first there is a seasonal varia- 
tion of about 47 per cent. Iowa, Illinois, Missouri, Indiana, 
Ohio, Nebraska, Texas, Wisconsin, and Arkansas are the great 
hog-growing states of the country. Many are raised in the 
South and in the vicinity of the large North Atlantic cities, 
but the hog-growing area is largely confined to the corn belt. 
The country's com crop is used mainly to feed hogs, cattle, 
sheep and other livestock, and the feeding ia done largely 
within or adjacent to the corn belt.' 

The Sheep-growing Districts.— The flocks from which the 
country obtains Its supply of mutton and lamb are raised 
mainly in four districts. (1) The northwestern Hocky Moun- 
tain foothills and northern and central mountain states which 
are particularly important as the mutton-producing part of 
the western sheep ranges. Montana and Wyoming are the 
greatest shcop growers in the United States, and large num- 
bers are also raised in eastern Idaho, Colorado and Utah. (2) 
The southwestern Bocky Mountain foothills and plains, in- 
cluding New Mexico, Texas and Arizona. (3) The Pacific 
Coast states, — chiefly Oregon. California, and western Idaho, 
and (4) the central Mississippi and Ohio Biver valleys, in- 

' Sec map No. iv, p. S3, 
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eluding Ohio, Michigan, MisBouri, Indiana, Iowa, Kentucky 
and lUinoia. (See Map No. VIII.) 
I The entire sheep flock of the United States as reported by 
the Census Office comprised 55,363,000 on April fifteenth, 

1910, as compared with 63,374,000 on June 1, 1900. Since 
there is a normal variation of about 30 per cent, between 
April fifteenth and June first, it ie seen that the uumber dur- 
ing the decade remained atwut stationary. From January 1, 

1911, to January 1, 1915, however, the estimates of the De- 
partment of Agriculture show a decline from 53,633,000 to 
49,956,000. Between February first and June first of each 
year there is a seasonal variation of nearly 41 per cent, in 
the total number of sheep on the farms of the United States. 

Nearly 60 per cent, of all the sheep in the United States 
are raised in the first three districts. It is here that the 
operation of large sheep ranges and ranches constitutes one 
of the main induiitries. Tiie majority of the sheep are grazed 
' in large flocks on open Government ranges, on national forest 
lands, on privately leased lands or on lands which the indiv- 
idual sheep growers or sheep corporations have purchased. 
Some sheep are raised on inclosed or fenced-in ranges and 
ranches but they are more commonly handled under the herd- 
ing system. During the summer they are in many cases 
driven or shipped to the mountain ranges to graze on native 
grasses and forage plants better adapted to sheep than to 
cattle grazing, and in the winter months those which have 
not been sold are moved to lower and more sheltered ranges 
where grazing and feeding maintains them until spring. 

A portion of the sheep found in the Central West are 
western , range-born sheep and lambs, which as in the case of 
western cattle are taken there to be fed for the market,' 
The practice is less common than in the cattle industry, but 
there are numerous corn growers and feeders who make a 
business of purchasing western as well as native lambs to feed 
and eventually sell at a profit. 

Oeneral Ka^itnde of Liveatock ladnstries.— The mag- 
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nitude of the meat-producing livcBtock industries of the 
United States is seen in that the estimated farm value of the 
country's eatfle (other than dairy eows) on January 1, 1915, 
was $1,237,376,000, of hogs $037,479,000, and of sheep $224,- 
687,000. The hog-raiaing industry of the United Slates ex- 
ceeds that of any other country in the world ; the number of 
cattle is exceeded only in British India; and the number of 
sheep only in Australia and Argentine Republic. 

Volume of Annual Livestock Trade. — \Vhile the number 
and value of the food animals in the United States indicate 
the source of the country's meat supply, only a portion of them 
are annually sold in the market or slaughtered. The returns 
of the Census Office show that the per cent, of total slaugh- 
ter to total stock on hand on January 1, 1009, in the case of 
hogs was about 81,2 per cent., cattle 30.8 per cent., cattle otlior 
than dairy cowa 41 per cent., and sheep 28,1 per cent. They 
indicate that in IDOSl the total output of stock including home 
consumption and exports comprised 20,:i68,000 cattle, 52,- 
015,000 hogs, and 14,fi20,000 sheep. If the number slaugh- 
tered on the farms is deducted, it is seen that 17,828,000 cat- 
tle (including calves), 3G,636,000 hogs and 14,091,000 sheep 
reached the livestock markets of the United States for slaugh- 
tering and exporting purposes.^ A portion of those slaugh- 
tered on the farms, moreover, are sold by the stock growers 
in local meat markets. The total cattle sold by growers for 
all purposes was in 1909 reported as 27,315,000; and in the 
same year 37,500,000 hogs and 18,991,000 sheep were sold. 



Shippino pnoM Local Points to Central Markets 

In contrast with the growers of grain and cotton who 
usually, though not always, sell their crops locally, the stock 
growers throughout the central and far-western states usually 
ship their beef cattle, hogs and sheep to the large central live- 
stock markets. The animals of western ranches and ranges 
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are driven to local ehipping points, loaded into livestock cars 
and shipped in carload lots to the central stockyards at Chi- 
cago, St. Paul, Kaneas City, St. Louis, Omaha, St. Joseph, 
Sioux City and other slaughtering and packing centers. 

Bailroad Equipment. — Livestock is shipped to the central 
markets in espocially constructed stock cars, equipped with 
stalls or pens, watering troughs and feeding appliances. Hogs 
and sheep are frequently shipped in double-decked cars. The 
cars are mainly owned by the carriers, but some are owned by 
private stock-car companies who lease most of them to the 
railroads upon receipt of a mileage charge of about .6 of a 
cent per mile. The private cars, sometimes known as "pal&ce 
stock-cars," arc shipped from one section of the West to an- 
other, and tend to supplement the cars provided by the car- 
riers. Some of them are rented to stock owners upon receipt 
of fixed rentals, but it is mainly the owner of exhibition live- 
stock, race horses, etc., who uses the private cars in this way. 
The shipper's freight charges are the same whether his stock 
is shipped to market in private or railroad-owned cars. The 
carriers frequently make up livestock trains which are given 
complete right of way over other freight trains and are 
moved at a speed approaching ttat of passenger trains.* 

The railroads are also equipped with stockyards at various 
points along their lines, where the livestock may be unloaded 
for rest, food and water. They are required by law to unload 
the livestock at the end of a specified number of hours. 

Livestock Contract. — Livestock is not shipped on the usual 
bills of lading such as are issued for grain, cotton, or other 
inanimate freight, but on so-called livestock contracts. In 
order to obtain the regular livestock rates the shipper has usu- 
ally been obliged, in the past, to agree to a maximum railroad 
liability not exceeding fixed values per animal, and also to 
agree "to load and take care of and to feed and water said 
stock while being transported, whether delayed in transit, or 
otherwise, and to unload the same," and to absolve the carrier 
from injuries resulting from "overloading, crowding upon one 
another, kicking or goring, suffocating, fright, burning of hay 
'See Bureau of Corporationa: The Beef Indostr;, y. IS. 
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or Btrav or other material used for feeding or bedding, or by 
fire from any cause whatever, or by heat, cold or by changes 
in veather, or for dolay caused by etrese of weather, by ob- 
struction of track, by riota, strikes or stoppage of labor or for 
causes beyond their control." Shippers refusing to ship on 
these terms were required to pay increased freight charges. 
A federal act, effective on June 3, 1915, however, prohibits 
interstate carriers from fuing limited valuations in the future, 
and the form of their livestock contract will therefore have 
to be changed.* The caretakers who are carried on the live- 
stock trains free of charge are usually required to release 
the carriers from all liability for personal injury by sign- 
ing the "release" contained on the back of the livestock con- 
tract. 

IVanaportation Charges. — The railroad rates on cattle and 
sheep shipped from local points to the central markets com- 
monly vary according to whether the animals are shipped 
for slaughter, i, e., are "market" or "fat" stock, or whether 
they are "stockers" or "feeders" which will be shipped out of 
the central markets to the feeding grounds to be raised and 
fattened. The former kind of cattle and sheep are shipped oa 
the so-called "100 per cent. baslB," and the latter on the "75 
per cent, basis." The original intention of the 35 per cent. 
reduction on stockers and feeders was that such stock would 
be shipped direct from the ranges to the feeding grounds, but 
when the practice of shipping them to the central markets 
arose it was generally applied. The Interstate Commerce 
Commiesion has refused to permit an increase of the 75 per 
cent, rates on the grounds that the market value of stockere 
and feeders is from $1.00 to $3.00 per 100 pounds leas than 
of fat stock, that they are less subject to claims for shrinkage 
and delay, and that while market cattle and sheep are fre- 
quently shipped on a rapid schedule, the atockers and feeders 
are more commonly shipped in regular freight trains." Since 
hogs are usually shipped to the central markets for slaughter, 
the twofold rate basis does not apply to them. 

'See pp. 316, 317. 
'23 I. a C. Reports 7. 
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The ratee on livestock also vary widely according to points 
of shipment and destination. Usually, however, they are imi- 
form from a given shipping point to the various Missouri 
River markets, somewhat higher to St. LouiB and still higher 
to Chicago. The rates from Fort Worth to Kansas City and St. 
Joseph for instance are 33^ cents per 100 pounds, to St. Louis 
39^ and to Chicago 45^ cents, and from Denver to Kansas 
City and Omaha they are 31 cents as compared with a rate 
of 47 cents to Chicago.' In the case of livestock shipments 
from points in New Mexico, Texas, and Oklahoma to Fort 
Worth, Oklahoma City, and Wichita, the Interstate Com- 
merce Commission has enforced a mileage scale, under which 
the rates gradually increase with the length of the haul, hut 
not in exact proportion to distance. ^Vhile this basis does not 
apply throughout the West it illustrates the general range of 
livestock rates. Within the region included in the decision 
the rates vary from 5^ cents per 100 poomls for a 10-mile 
haul to 8| cents for 50 miles, 17J cents for SOO miles, 33 cents 
for 500 miles, 44 cents for 800 miles and 53 cents for 1,000 
miles.' 

The shippers are also required to pay for the feeding of 
the stock in transit. They commonly buy the food en route 
and not infrequently from the carriers who provide a supply 
at the unloading yards. If the carriers do the feeding they 
have a lien on the livestock for the food provided and the 
services rendered. 

Public Begvlation. — Nearly all the stock-raising states 
regulate the transportation of livestock by providing in spe- 
cial statutes that the animals shall be unloaded for food and 
rest at the end of a given number of hours — usually 28 — that 
stock cars shall he moved at the rate of at least 18 miles per 
hour on the main line and 12 miles per hour on branch lines, 
and that free transportation and proscribed caboose facilities 
shall be provided for necessary livestock attendants. Some 
states have additional laws providing for telegraphic informa- 
tion as to stock-car movements, preference to livestock in the 

' II I. C, C. Reports 277, 298; 13 I. C. C. B«porta 418. 
■22 I. C. C. Reports IQO. 
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matter of car distribution, etc., but auch statutes are not gen- 
eral. 

The federal government also has enacted a statute which 
requires the unloading of livestock at the end of 28 hours if 
shipped in interstate commerce.' It moreover authorizes the 
Secretary of Agriculture to establish such rules and regula- 
tions concerning transportation as may from time to time 
seem necessary to prevent the spread of contagious and in- 
fectious diseases of livestock,* and prohibits the shipment of 
livestock from quarantined zones except under snph rules of 
"inspection, disinfection, certification, treatment, handling 
and methods of delivery and shipment as the Secretary may 
promulgate." * 

Local Inspection of Livestock 

The Bureau of Animal Industry of the United States De- 
partment of Agriculture not only inspects the interstate and 
foreign shipments of livestock at the central and seaboard 
markets, but in regions where livestock diseases prevail it 
inspects the animals at local points of shipment and in transit. 
Large districts, especially in the southern and soutliwestern 
states, are quarantined to prevent the spread of Texas and 
other dangerous fevers, disease-carrying ticks, sheep and cattle 
scabies and cattle mange. Livestock so quarantined may not 
be shipped to points outside the quarantined zone without 
local inspection, and in the case of scabies, not without being 
dipped or otherwise treated. Certificates such as are shown 
in Forms 17 or 18 having been issued for animals not actually 
afflicted, they may be Bliijijied to outside markets, but when 
possible, care is taken that they are not unloaded in pens used 
for stock coming from districts which are not quarantined. 
The original certificate is mailed to the Bureau of Animal 
Industry, a copy is attached to the railroad billing accom- 
panying the shipment and another sent to the inspection ofli- 

*Aet of June 29, 1906. 
■Act of Feb. 2, 1903. 
'Act ol Mar, a, 1905, 
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ciala of the state in wliith the ahipment originates. Hegiona 
may be similarly quarantiDcd to prevent the spread of hog 
cholera. Livestock may also be locally inspected and tested 
with a view to detecting tubercular infection and eradicating 
the disease, and railroad cars and stockyards may be inspected 
and disinfected. 

Local inspection by the federal government is supple- 
mented by state statutes providing for the inspection by state 
authorities of sick and suspected animals, the establishing of 
quarantine zones, the dipping of sheep, and the keeping of 
railroad cars and stockyardB in a sanitary condition. The 
federal and state authorities sometimes cooperate in the work 
of checking and stamping out diseases by destroying herds of 
afflicted animals, regulating the shipment of livestock from 
quarantined zones, and preventing the sbfpmeut of, or use of, 
diseased animals for food purposes. In case herds afflicted 
with contagious diseases are condenmed, the owner is com- 
pensated to the extent of their value &i food animals, the 
federal and state governments usually sharing the expense. 



Methodb of Selling Live8TO0K 

Salea Through Central Coinmiarioiimen. — The livestock 
shipped by western stock growers to the central stockyards is 
usually sold through commissionmen or brokers. A carload 
ib frequently consigned to a commission man, the owner in- 
trusting him with the entire care and sale of the animals. 
The commission man divides them into lots or "bunches" with 
a view to obtaining the highest current prices, and sells them 
to meat packers, wholesale slaughterers, feeders, breeders, 
stocker, eastern buyers, speculators or traders, and exporters. 
The selling commissions are regulated by livestock exchanges, 
the general charge per head being 50 cents for cattle, 25 cents 
for calves, and 10 to 15 cents for hogs and sheep, with maxi- 
mum charges per carload ranging from $6 to $12. 

At the time of sale the price is fixed in terms of so much 
per one hundred pounds, the entire amount being det.«\a.\^%& 
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after the animals have been weighed by oHicial cxchaiige 
weighmaatera. The owner is obliged to pay the freight 
chargea from local shipping point to the central market, the 
coat of feeding his liveetoek, a yardage charge, and at aome 
places a terminal or transfer charge for switching the cars 
from the railroad to the stockyards. After deducting all Buch 
charges and his commission from the amount realized on the 
sale, the commissionman sends the balance to the stockman by 
bank draft or check. Usually even before final settlement the 
non-resident shipper receives a statement of the gross proceeds 
of the sale with necessary deductions. 

In the past the central commissionmen frequently fmaui'ed 
stock raisers and feeders who required funds between seasons, 
taking chattel mortgages on their livestock as security for 
loans. This system' has largely, although not entirely, disap- 
peared, for a larger number of stockmen have in recent years 
been able to finance themselves, and others are able to obtaia 
funds from local banks which are financially stronger than 
they were in the past. 

Cotfperative Livestock Shipping Associations. — A recent 
development in livestock marketing is the formation by stock 
growera of cooperative shipping associations. The movement 
has become of general importance since 1908 but there are 
instances of successful "lamb clubs" organized over twenty 
years ago.' These associations enable farmers, who do not 
raise a suHicient number of animals to ship individually car- 
load lots, to combine their shipments into lots of suflricieot 
size and thus to avoid selling to local dealers. The manager 
of such an association ships the livestock of members directly 
to the central markets, sees that it is properly cared for en 
route, and sells it through central commissionmen in the aame 
way that carload shipments are usually sold. The associations 
may, however, obtain bids directly from central market bny- 

' See D. H. Doane, The Cooperative Lamb Club as an Agency for 
Lower Marketing Coate, The Annals of iJie Ampriean Academy of 
Political and Social Scienee, Nov., 1913, pp. 216-222 ; L. D. H. Weld: 
8t»tiatK» of Cooperation among Farmers in Minnesota, Minnmote 
AgrieuHarBl JSiperimeat Station BaUetin No. 146, pp. 17-18. 
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ere. In either case the usual effect of the aBsociationa ia to 
reduce marketing costs and to obtain higher prices than those 
offered by loral liTestock dealers. 

Sales to Local Livestock Dealers. — In regions vhere the 
livestock industry is of secondary importance or wherever the 
individual fanners have less than full carloads of stock for 
sale, and have not organized cooperative shipping asHociationa, 
they may sell to local livestock dealers. These dealers, many 
of whom arc theraselvefl farmers, canvass the surrounding 
community for surplus stock, and wlien they have a carload 
ship it to the central markets where they sell it in the same 
way that large ranchers do. They usually buy on their own 
account, the prices which they pay to the farmers being 
largely the result of personal bargaining. 

Sales to Local SIaiig:literen aod Eetail Butchers. — Farm- 
ers sell a portion of their livestock to local slaughterers and 
retail butchers, some of whom depend upon the surrounding 
agricultural c-ommunity for all or part of their moat supply. 
Tn 1900, for example, the Census Office reported that 
7,000,000 cattle and calves, 2,750,000 hogs and 1,750,000 
sheep were slaughtered in retail establishments. 

Private Sales to Packers.^ Western ranchers and feeders 
sometimes sell their stock directly to meat-packing concerns 
which may send buying agents to contract privately for the 
delivery of a specified number of carloads. The packers of the 
Mississippi and Ohio River valleys, however, buy most of their 
supply in the public stockyards at current prices which are 
known alike by sellers and buyers. It is only on the Pacific 
Slope that the private sale by sUn-k grower to packer is a com- 
mon method of selling livestock.' At a few places such as 
San Francisco and Portland public livestock markets have 
Iwen established and sales may be made through commission- 
men, but even there the stock growers and packers may deal 
ilireclly with each other. 

Private Sales to Feeders,— While the feeders obtain most 
of their unfed stock in the central stockyards they also buy 

'F. AnilrewB; MaTketing Grain and Ltveatoek in the Paciflc 
Coast Region, pp. 92-93. 
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cattle and sheep directly from ranches and farmers at private 
Bale. Relatively few hogs are i«>ld to feeders, because the 
fanaers UBually fatten them for the market, and recently the 
fanners have to an increasing extent undertaken the feeding 
of lambs. There are many professional feeders, however, who 
fatten native lambs and western sheep and lambs and many 
who feed western range cattle for final sale in the central 
markets. 

BIBLIOGRAPHY 

See referencea designated by an *, appended to chapter IX. 
pp. 200, 201. 



CHAPTEE IX 

CENTRAL LEVE8T0CE MABKETS 

As the livestock industry gradually moved from the At- 
lantic eeaboard to the western ranges two thouBand miles 
inland, the central livestock markets followed in its traiL 
They are in most instances packing and slaughteriug centers, 
for the refrigeration car service has made it more economical 
to ship dressed meat and meat products to distant markets 
than to ship the live animals. Livestock is even now ehipped 
from the ranges to the central markets, a distance in some 
instances of a thousand miles, and many carloads are shipped 
to eastern markets, but the stock movement is mainly from 
the ranges, ranches, farms and feeding grounds to the central 
markets of the Mississippi and Ohio valleys, 

Cential Uorket Eeceipti. — Cincinnati was the original 
western packing center, and still remains a market of impor- 
tance, and Cleveland, Detroit, Indianapolis and Louisville are 
also Ohio Valley markets of considerable moment. The prin- 
cipal western market, however, has long been at Chicago, for 
it is there that the great packing concerns first c'Onstructed 
their plants and still purchase from 21 to 25 per cent, of the 
packing output of the western livestock states. Ii^om 2,- 
500,000 to nearly 3,500,000 cattle, 6- to 9,000,000 hogs, and 
6- or 6,000,000 sheep are annually sold in the Chicago mar- 
ket. Twenty-four railroads carry livestock to Chicago not 
only from the surrounding feeding grounds, hut from the 
local shipping points and smaller central markets of the trans- 
Mississippi Valley. v\ 

As is shown in Map No. VIl. and Table No. VIII, though 
Chicago is the greatest central market, many others have been 
established beyond the Slississippi River. Ths packers look 

m ^ 
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upon them as "subsidiary markets," at which Bomc of their 
plants are loeated and from which their Chicago plants re- 
ceive a part of their stock supply. In the words of one of tlie 
principal packers, "not only have the packers built up a 
great central cash market (Chicago), but they have gone 
out to meet the cattlemen by establisbing subsidiary markets 
in the heart of the cattle industry. These outposts of the 
packing industry have had their advantages to their owners, 
but I believe they have carried still greater advantages to the 
cattlemen . . . in that they shorten his haul to market. This 
not only means a saving of freight, but the avoiding of shrink- 
age io weight and deterioration in quality. It also means that 
at the time of sharp demand he can get hie cattle into the near 
market in time to realize the high price, while he would not, 
perhaps, be able to rush them into the distant central market 
before the extraordinary demand would be satislicd and prices 
drop back again. . . . The subsidiary market has inimcnneiy 
influenced the general production of a bettor (juality of beef 
by facilitating the feeding or 'finishing* of cattle brought in 
from the ranges. . . . The extension of the packing industry 
to these points has changed the agricultural map of the states 
tributary to these auxiliary markets, making them the richest 
feeding grounds in the country." ' The chief trans-Missis- 
sippi central markets are at Kansas City, Omaha, St. Louis, 
St. Joseph, St. Paul, Sioux City, Fort Worth, Denver, Wi- 
chita, Ottumwa, Cedar Rapids and Oklahoma City. The re- 
ceipts of the first four of these markets have become so large 
that they can at present scarcely he regarded as mere auxiliary 
markets. 

The Ohio Valley and middle-western markets, including 
in addition to those previously mentioned (page IHl) Mil- 
waukee, Cudahy and Peoria, are chiefly important as hog 
markets, although they also receive large numbers of cattle 
and sheep. 

Central Harket Competition. — The livestock buyers at the 
central markets of the West arc principally the large western 
packers, smaller western packers and wholesale slaughterers, 

'J, O, ArmmT-. The PackerB, etc., pp. 116-117. 
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TABLE VIII 
Receipts ans Sbipmznts at Fourteen Centoal Mabkxto* 
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Receipta 


Shipmenle 


1905 


1910t 


1905 


19I0t 


Chi 


16.848,383 
6,249,098 
5,200,850 
4,351,950 
3,427,955 
2,162,239 
1,758,212 
2,013.929 
1,547,018 
1,222,474 
1,400,123 

928,552 
1,069,461 

489,524 


14,708,171 
6,433,881 
6,102,717 
4,681,377 
2,476,790 
2,304,363 
1,633,747 
1,722,940 
1,019,879 
1,181,409 
1,774,702 
2,032,550 
020,395 
366,070 


4,822,561 

1,429,365 
1,502,967 
996,297 
492,765 
997,484 
554,355 
904,805 
173.838 
888,496 
364,900 
293,497 
606,130 
415,467 


4.043,421 

1,864,751 


Ka^City 






St. Joaeph 

St Paul 


332,190 


Sioux City 

CinoimiaU 

ClevdMd 


478,902 
827,975 
272,655 


Fort Worth 


438,858 
775,628 
693,167 






Total 


4H,779,768 


47,358,991 


14,442,917 


15,710,227 



e&Bteri) packers and slaughterers, exporters, stockers and feed- 
ers. The feeders, however, can scarcely be regarded as the 
competitors of packers and slaughterers, for their business is 
mainly to purchase "feeders," prepare them for market and 
then sell them to the packers and slaughterers; they do not 
compete for fat stock which is ready for the market. Eastern 
packers and slaughterers are competitive factors in the western 
markets but are of declining importance, because long-estab- 
lished practice has shown it to be more economical to ship the 
dressed meat from the West than to ship the live animals. 
Though New York, Boston, Baltimore and Philadelphia each 
receive from 1- to 5,000,000 live animals annually, their pack- 
ers and slaughterers depend largely upon the eastern states 
for their supply, and provide but a small proportion of total 
meat consumption of the cities in which they are located. 



184 AGEICULTURAL COMMERCE 

The smaller western packers and slaughterers liave always 
been a source of competition in the central markets, but one 
of limited scope. In the cattle trade it has been pointed out 
that although the six largest western packing companies kill 
but 45 per cent, of the annual slaughter of cattle in the entire 
United States, they "pack nearly 98 per cent, of all the cattle 
killed in the eight leading western packing centers. Their 
proportion of the beef cattle purchased in these eight markets 
is somewhat smaller, because, especially at Chicago, a consid- 
erable number of cattle are bought by other concerns for ship- 
ment alive to eastern points and to Europe where they are 
slaughtered." ' 

On the whole there is less active competition in the cen- 
tral livestock markets than in the primary grain and central 
cotton markets, because the number of competitive buyers ia 
more limited. There is also less active competition between 
the livestock centers, because the principal buyers arc the 
same in most of the largest western markets.' Each of the 
six great packing companies, for example, have plants at Chi- 
cago and Kansas City, four of them in Omaha and St. Louis, 
and three in St. Joseph. Inter-market competition in the 
cattle industry is also modified in that to some extent the 
trans- Mississippi markets purchase different grades than are 
bought at Chicago and other middle-western points. They 
depend to a larger extent upon the grass-fed cattle of the 
northwestern and southwestern ranges, while the Chicago 
market receives more native stock and western and Texas 
cattle which have been fattened for the market. Though there 
ia some competition between "feeders and Blockers" and fed 
cattle, the prices paid for the former are lower and do not uni- 
formly fluctuate with the prices paid at Chicago for corn-fed 
stock. 

The stock grower is not, however, in a helpless position. 

'Bureau of Corporations: Tho Beef Industry (1905), pp. Jixi, 
57-81. 

' Chief packing companies are : Armour & Co., Swift & Co., Mor- 
ris & Co., Schwarzcbiltl to Sulzberger Co., National Facldng Co., and 
tJio Cudabfr Packing Co. 
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The increased demand for meat as compared with ite supply 
has in recent years resulted in a higher price for livestock; 
the foreign market for cattle is at all times available, and may 
be used whenever differences in prices warrant; the smaller 
packers and slaughterers of the West and East are appreciable 
factors in the livestock market; and the probability of "po- 
tential competition" would prevent an unreasonable and per- 
manent depression of livestock prices as compared with the 
price of dressed meats and meat products. During the great 
packing-house strike of 1904, for example, the increased pur- 
chases of the smaller packers and slaughterers did much to 
support the livestock markets- "The strike made evident the 
fact that there are hundreds of slaughtering establishments 
which now operate at much less than their full capacity, and 
that it is a matter of a few days only for them materially to 
increase their output," * 

Shipment from Central Uarketi. — Only about 20 per 
cent, of the hogs, less than 40 per cent, of the cattle and 35 
to over 40 per cent, of the sheep annually sold in the central 
livestock markets of the West are shipped out of them as live 
animals. These shipments, moreover, are gross rather than 
net, for the central markets ship to one another, Chicago and 
other middle-western markets regularly receiving many ani- 
mals which were originally sold by the stock growers in the 
markets of the trans-Mississippi Valley, The bulk of the 
livestock received at the central markets of the West is 
slauglitered by the western packers and wholesale slaughterers 
and is shipped to all parts of the United States and to many 
foreign markets in the form of dressed meat and meat 
products. 

The live animals shipped out of the central markets are 
variously disposed of: (1) Feeders are shipped to nearby 
farms and feeding grounds, to be returned to the central mar- 
kets for final sale. Many of the stockers are similarly han- 
dled, although some of them are retained on the farms for 
dairy or breeding purposes. (2) Many of the shipments, par- 
ticularly from tlie trans- Mississippi markets, are destined to 

'Bureau of CorporationB : The B«ef ln4\wta^,\-%\. 
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Chicago, Indianapolis, Cleveland, Detroit, Cincinnati, Lonis- 
Tille and other central markets in the Ohio Valley. (3) Some 
livestock is regularly ahipped from the western stockyards to 
eastern livestock markets suc^h as Buffalo and FittEburgh in 
the interior and New York, Boston, Baltimore and Philadel- 
phia on the seaboard, to be slaaghtered by eastern packers and 
slaughterers. 

(4) While dnring the years 1890 to 1908 from 300,000 
to nearly 600,000 live cattle were annually exported to for- 
eign markets, since then the yearly exports have varied from 
100,000 to 200,000. Although these exports pass through tjic 
ports, they originate largely in the western stock centers, 
mainly in Chicago, and they are destined largely to Great 
Britain. Many forms of meat products are shipped to Ger- 
many, Holland, Belgium, France and other European coun- 
tries, and to the West Indies, Canada, Brazil and other non- 
European countries, but these countries provide a market for 
relatively few American beef cattle. The annual exports of 
American sheep and hogs have never exceeded 270,000 and 
60,000 respectively. 

The livestock shipped out of the western centers is gen- 
erally purchased at the stockyards of those markets. The 
feeders and atockers are purchased by farmers and profes- 
sional stockmen; the eastern shipments by eastern packers and 
slaughterers, and the export cattle by western packers and 
export concerns or by exporters located at the eastern ports. 
The stock shipped from one western center to another may be 
purchased either at the shipping or at the receiving center by 
any of the various types of central cattle buyers. 

Belative Importance of Packers and Wholesale Slangh- 
terers. — The Thirteenth Census of the United States reported 
the relative proportions of the total slaughter of cattle, sheep 
and hogs by packing and wholesale slaughtering plants, re- 
tailers and farmers during the year 1909 to be as shown in 
the table on the following page. 

Functions of Central llarketa. — (1) The livestock centers 
of the Mississippi and Ohio valleys serve as great cash mar- 
kets where cattle, hogs, sheep, horses and other meat and 
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• U. 8. Cemua, Voi. X (1 



draft animals may be sold by stock growers, feeders and local 
dealers. (3) They provided facilities for the handling, care, 
feeding, weighing, buying and selling of livestock, and the 
financing of sales. (3) Through their exchanges they enforce 
rules governing the purchase and sale of livestock. (4) They 
facilitate the collection of information as to the supply, de- 
mand, and other considerations influencing the trade. (5) 
While livestock prices are not general as are those of grain 
and cotton, the central markets do much to facilitate the quo- 
tation and publication of prices, (6) They serve as cential 
points from which livestock may conveniently be shipped to 
stockmen, feeders and eastern buyers, and be exported to for- 
eign markets. (7) Most of the central markets are great 
packing and slaughtering centers, indeed, they are the final 
market for about 70 per cent, of their entire receipts of 
cattle, hogs and sheep. (8) Their concentration of large 
numbers of animals at relatively few places, and their close 
connection with packing and slaughtering plants greatly fa- 
cilitate the federal and state inspection of livestock and meats. 

Organization and Description of Central Mahkets 



The Stockyards. — The livestock trade of the central mar- 
kets is conducted at large stockyards owned and operated by 
stockyard companies. Usually nearly all the business of a 
particular market is confined to the yards of a single large 
company, such as the Union Stock Yards and Transit Co. at 
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Chicago, the Kansaa' City Stock Yards Co., the Union Stock 
Yards Co. of Omaha, and the St, Louie National Stock Yards. 
These companies are owned largely by the packing concerns 
and the railroads, but the yards are open markets available to 
all who desire to buy or sell livestock. They are located in 
the suburbs of the cities, the yards and nearby packing and 
alaughtering plants being the basis of packing towns of con- 
siderable population and area. The Union stockyards at 
Chicago have an area of 600 acres and are able at one time to 
hold 75,000 cattle, 125,000 sheep, 300,000 hogs and 6,000 
horses and mules,' 

The stockyards are divided into sections and blocks with 
main driveways, alleys and overhead viaduirts. They are fully 
equipped with stock houses and pens, feed and water boxes 
and troughs, running water, receiving aud shipping plat- 
forms, railroad switching tracks and scales. Adjacent to 
them are packing and slaughtering plants, and nearby are 
the offices of the commissionmen or brokers who do the buying 
and selling for their customers, and banks where balances 
may be settled. The companies provide the necessary number 
of employees to feed, water and weigh the stock, issue weight 
tickets and keep the yards in a sanitary condition, 

Liveatock I^hangea. — The buying and selling is con- 
ducted in accordance with the rules of the livestock exchanges 
which have been organized at the western markets. In case of 
the Chicago Live Stock Exchange, for example : 

Any person of good character and credit, and of legal age, 
whose interests are centered at the Union Stock Yards of Chi- 
cago, UiinoiB, on presenting a written application, endorsed 

by two members, and stating the name and business avocation 
of the applicant, after ten dajs' notice of such application shall 
have been posted on the bulletin of the Exchange, may be ad- 
mitted to membership in the Exchange, upon approval by at 
least seven affirmative ballot-votes of the Board of Directora, 
and upon payment of an initiation fee of fifteen hundred dol- 
lars — $1,500 — or on presentation of a certificate of unimpaired 

'Frank AndrewB: "Cost and Methods of Transporting Meat 
Animals," U. S. Department of Agricalture Year Book (1908), p. 
£3A 
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or unforfeited memberBhip, duly transferred, and by siting 
an a^T^ement to abide by tbe Rules, Reflations and By-Laws 
of the Exchangre, and all amendmentB that may, in due form, 
be made thereto. 

The organization of the livestock exchanges is similar to 
that of grain and cotton exchanges. They have a president; 
one or more vice-presidents; a secretary; treasurer; and 
arbitration, appeals, prosecuting and other committees. They 
have regulations prohibiting the violation of the stock in- 
spection rules, dealing in condemned livestock, wash sales, 
fictitious price quotations and rebates, improper solicitation 
of livestock consigned to another member of the exchange, 
and other practices regarded as undesirable. They fix the 
liours during which trade may be conducted and the mini- 
mum commissions charged for buying and selling.' 

The livestock exchanges, however, differ widely from the 
large grain and cotton exchanges in that they are spot or cash 
markets. There are certain so-called "speculators" and "yard- 
traders" at the stockyards, but as speculative "futures" are 
not bought and sold on the livestock exchanges they are 
obliged to conduct a cash business. 

Sales at the Stockyards. — Stock cars are usually, though 
not always, timed so that the livestock arrives at the yards 
early in the morning. The stock is there unloaded, driven to 
selling pens, and fed and watered. The commissionman act- 
ing for the shipper then divides the animals into "bunches" 
of from one to several hundred with a view to adjusting the 
number to the needs of a prospective buyer or to obtaining 
uniformity in character and quality. "Such uniformity," 
states the Bureau of Corporations, "makes it easier to deter- 
mine the value of the bunch than would be the case if the 
animals were mixed. This classification for the purpose of 
sale, which is sometimes made at the instance of the buyers, 
but more often at that of salesmen, is most conspicuous in 
the case of cattle. A mixed shipment of cattle is usually di- 
vided according to sex, cows are separated from heifers, bulls 

^ See chap, viii, p. 177, 
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and stags from steers, and often there i'b a further subdivisiou 
of steers according to age or quality." ' 

The Bales are made in terme of one hundred pounds, final 
settlement being made after the animals have been weighed 
on scales which are usually in charge of weigh masters, and 
which hold from fifty to sixty cattle at one time. The weight 
tickets issued at the scales, which are the basis of settlement, 
show the number of animals weighed, their weight and the 
names of the commissionman and buyer. Animals which the 
federal or state inspectors have not found to he diseased are 
then taken to the packing and slaughtering plants or to ship- 
ping pens for shipment to farms, feeding grounds and eastern, 
western or foreign markets. 

In settling for the livestock, the commissionman, repre- 
senting the original owner, makes out a bill on the basis of 
the weight shown in the scale ticket or record and the price 
per one hundred pounds agreed upon. The buyer indorses 
the bill and returns it to the commissionman with order or 
check attached, and when paid by the bank the accepted bill 
serves as the commissionman 's rei-eipt of the transaction. He 
then deducts from the gross proceeds the railroad freight 
charges, feeding costs, weighing fees or yardage, transfer 
(switching) charges if any are due, and his commission, and 
pays the balance to the shipper. If his customer is non-resi- 
dent he usually sends a statement of gross proceeds and deduc- 
tions to him immediately after the sale, and a check or draft 
after settlement has been made. There are one or more banks 
of good credit near each of the large stockyards which make 
a special business of financing livci^tock transactions. 

Marketing Coats. — The <-ost of marketing livestock varies 
to some extent in the different central markets. Usually there 
is no special charge for the general use of the stockyards, but 
there is a weighing charge sometimes called "yardage" of say 
26 cents per head of cattle, 10 cents of calves, (i or 8 cents of 
hogs and 5 cents of sheep. In case the stock is fed at the 
yards, the stockyard company also charges for the food at spe- 
ci/ied prices per 100 pounils of hay or alfalfa or per bushel of 
• Tbe Beef InrfuBtry, p. 16. 
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com or oats. At Chicago the carriers collect an additional 
terminal charge of $1.00, formerly $2.00 per car, for switching 
the cars to the stockyards. The commissi on man's charge like- 
wise is a marketing cost to the shipper, and so are the rail- 
road freight charges, and if the stock is shipped from distant 
points, the cost of feeding en route.' 

The total cost of shipping, a steer from the ranges of the 
northwestern grazing grounds to Chicago and marketing it at 
that center varies approximately from $5 to $9. The various 
items are substantially as follows: 

Low High 

Trailing to local shipping point.... $0.05 $0.25 

Railroad freight 3.85 7.26 

Feed en route (at $3 per car) 10 .32 

Shippers in charge (*12 t>er car) 08 .08 

Switching charges at Chicago (at $1 

per car) 04 .04 

Feed at Chicago 25 .25 

Yardage at Chicago 25 .25 

Commission at Chicago 50 .50 



Total $5.18 »8.95 



Livestock and Meat Inspection at Central Mabkets 

There is no public or exchange inspection of livestock for 
the purpose of establishing commercial classes or grades. 
Some of tlic livestock exchanges have established rules gov- 
erning tiie dockage and shrinkage of hogs, and have inspectors 
to enforce tlieir rules and determine the number of unmer- 
chantable and interior hogs in a given lot. Some of them also 
have brand inspectors to ascertain errors or dishonesty in the 
brands of western and Texan cattle, but commercial classifi- 
cation and grading is left to the individual sellers, commis- 
sion men and buyers. 

Public inspection of livestock at the central yards is coih- 
i-crned with disease, sanitation and public health. The Bu- 

'See chap, viii, p. 172. 
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reau of Animal Induatry of the Department of Agriculture is 
equipped with livestock and meat inspectors, cheraista, patrol- 
men, etc., for the inspection of interBtate and foreign ship- 
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ments of livestock and meats in all their stages of slaughter- 
ing, curing, canning or other preparation. The federal in- 
spection laws also provide for sanitary equipment, comlitiona 




and methods, and prohibit the use of harmful chemicals and 
preservatives and of misleading brands.' \ 

'Aete of Aug. 30, J890, Uai. 22, 189S, and June 30, 1906. 
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When subjected to the ante-mortem examination the ani- 
mals are tagged as "passed," "condemned" or "U. S. suspect," 
each tag being numbered {See Form No. 19). Condemned 
animals may not be sold, while a sale of suspected animals is 
not finally completed until after a post-mortem examination, 
has been made. Suspected animals are set apart tiota those 
which arc passed, and are separately slaughtered. 

Any carcass or parts which arc found to be unsound dur- 
ing the post-mortem examination at the packing and slaught- 




ering plants are condemned and sent to the "condemned" , 
rooms to be denatured or tanked so as to make them useless 
for food purposes. Those suspected of disease during the 
post-mortem inspection are marked "U. S. retained" and re- 
moved to separate compartments known as "retaining rooms" 
for final inspection, and if found to be unsound they are later 
sent to the condemned rooms. (See Form No. 20.) 

Particular care is taken in the case of animals or meats 
exported to foreign markets. Many of the export cattle are 
inspected first at the interior markets and again at the ports. 
They are tagged for identification at the interior yards and 
records are kept so that an outbreak of disease may be traced 
l^ck to its origin. The ocean veseels which carry them are 
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also inapected as to sanitation, littings, feed, water, atten- 
dants, etc., GO that the animals may arrive in good condition, 
and with the exception of some destinations which have been 
exempted, the vessels may not clear until the Department of 
Agriculture has issued a certificate of inspection such as is 
reproduced in Form No. 21. Export moat is likewise subjected 
to special inspection. The packages have attached to them 
"export stamps" such as are shown in Form 22, and may not . 
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Form 22— Continued 

be shipped to Great Britain, Europe, Argentina or Mexico 
without obtaining from a government inspector an "export 
certilicate" showing the names of the exporter and consignee, 
destination, numbers of stumps, shipping marks, kind of prod- 
uct and weight. {See Forms 23, 24 and 25.) 

As federal inspection applies only to interstate and for- 
eign shipments, some of the states also regulate the construc- 
tion, equipment and sanitation of packing and slaughtering 
establishments, and make provision for inspection by state 
inspectors. Some municipalities further supplement f«.da^ft.V 
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inspection by prohibiting the local eale of nnaound meat and 
providing for municipal inspection. 



Livestock Fbices 

There is no general wholesale price in the cattle, hog or 
sheep trades as there is in the grain and cotton trades. In 
the cattle markets, for example, although the prices of native, 
western and Texan steers constitute general guides, the actual 
prices paid for particular lots vary widely according to qual- 
ity, character, conditions of production and other considera- 
tions. There is no basis grade of cattle as there is of cotton 
or wheat. There is likewise no individual market or small 
group of markets which determine cattle prices throughout 
the country. Chicago prices show the general movement of 
cattle prices but cannot be taken aa a standard, because they 
are usually higher than in markets located further west and 
their fluctuations are influenced by a relatively large propor- 
tion of corn-fed cattle. Tliere is, moreover, no great specula- 
tive livestock market where present and future conditions of 
supply and demand are so systematically discounted as in the 
grain and cotton trades. There is of course a general relation 
between the prices paid at the various central livestock mar- 
kets, for spot exchanges have hccn organized, telegraphic con- 
nections have been established, the prices of the leading vari- 
eties and classes of livestock are published in the daily press 
and in livestock trade journals, and the principal buyers at 
most of the western markets are the large packing companies. 

Since most of the stock throughout the West is shipped 
direct to central markets by the growers, country and central 
market prices arc in many cases synonymous. The prices paid 
by local dealers to farmers who do not sell at the central mar- 
kets bear a general relation to the prices paid in those mar- 
kets, for there frequently is competition between different 
local dealers and between dealers and retail butchers. Central 
market prices, moreover, are published in newspapers and 
farm journals where they can be readily seen by farmers- In 
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many instances, however, the country prices are the product 
of individual bargaining, the dealers endeavoring to buy as 
far as possible under the prevailing central market prices. 

Tile factors influencing the prices paid at the central mar- 
kets are various. Ae in the case of grain and cotton they are 
primarily affected by considerations of svppit/ and demand. 
To some estcnt there is a seasonal variation in the supply of 
livestock which affects prices, but the most pronounced varia- 
tion is the periodical increase or decrease of the country's 
total supply of moat animals. Though other considerations 
were instrumental, there can be no doubt that the increase in 
livestock prices since 1906 and 1007 was largely due to a 
shortage in the total supply of available beef cattle, slieep and 
hogs, the first two declining in absolute numbers, and the last 
increasing less rapidly than the market demand. 

The market demand for livestock is affected not only by 
the growth of population and demand for meat in the United 
States, but by the demand for American livestock and espe- 
cially for American meat products in foreign markets, by for- 
eign tariffs and ini|>ort regulations, and by the amount of 
competition or iwperation between livestock buyers. 

Livestock prices are also influenc-ed by considerations of 
quality.^ Differences in quality largely explain the difference 
between the prices of native and Texan cattle, range cattle and 
corn-fed cattle, steers and cows, cattle and calves, sheep and 
lambs. Quality for meat purposes depends to some extent 
upon the nature of breed. The Texan "long-horns" which 
were so numerous in the past compare unfavorably with the 
fancy beef cattle which are displacing them. Southern "razor- 
backs" compare unfavorably with the improvctl breeds of hogs 
in the corn belt, and ordinary wool-growing sheep with slieep 
bred both for mutton and wool. 

Weight is also a consideration affecting quality. Pric-o 
records indicate that for stock of a given sex and age, "the 
higher average weight carries with it in each case a higher 
average price." " Sex and age arc faetors of quality, and so 

*8ee Bureau of Corporationa: The Beef Industry, pp. 106-118. 
'Hid., p. 111. 
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are the dressing percentage or amount of beef, pork or mutton 
per one hundred pounds of live weight, the kind of food used, 
and the value or probable value of by-producta each as the 
hides, butter fat and lard. 

While the cost of production does not determine livestock 
prices it too exerts an influence. Prices have at times been 
below cost, but unless they are sufficiently high to yield a 
profit to ranchers, rangers, farmers or stock feeders a reaction 
upon the number of animals raised gradually follows. The 
principal cost items are land and other capital costs, range 
rentals, labor, food or forage, losses from diseases or other 
causes, taxes, fuel for sheep and cattle camps, and in some 
cases the cost of obtaining a wafer supply and of dipping 
diseased stock. In the case of farmers or feeders who pur- 
chase range stock and young animals to prepare them for 
market the chief items are the cost of the feeders and stockers 
and the cost of corn or other feed. Whether the farmers are 
corn growers or purchase it from others, the price of com 
affects the price of livestock, for if the price of fed animals 
id relatively too low it becomes unprofitable to feed them with 
corn. In the case of sheep the cost of production is charged 
partly to their mutton and partly to their wool value,' The 
increase in many of these cost items in recent years is re- 
flected in the increased prices of livestock. 

Similar to cost of production are transportation and mar- 
keting coxts which have been discussed in another connection. 
Marketing costs are so small that they exert little influence 
upon prices, but transportation costs are partly responsible 
for the price differences existing between the markets of the 
Far West, those of the Ohio Valley and those on the Atlantic 
seaboard. Differences in transportation costs and quality are 
mainly responsible for the higher level of cattle prices paid 
at Chicago than at the central markets of the trans-Missis- 
sippi Valley, 

General price factors not peculiar to livestock are discussed 
in Chapter XVIT. 

'For Btatistics ece Tariff Board: Wool and Manufactures of 
Wool, vol. i, pp. 315-377, 
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There is no general wholesale price in the cattle, hog or 
sheep trades as there is in the grain and cotton trades. In 
the cattle markets, for example, although the prices of native, 
vestern and Texan steers constitute general guides, the actual 
prices paid for particular lots vary widely according to qual- 
ity, character, conditions of production and other considera- 
tions. There is no basis grade of cattle as there is of cotton 
or wheat. There is likewise no individual market or small 
group of markets which determine cattle prices throughout 
the country. Chicago prices show the general movement of 
cattle prices but cannot be taken as a standard, because they 
are usually higher than in markets located further west and 
their fluctuations are influenced by a relatively large propor- 
tion of corn-fed cattle. There is, moreover, no great specula- 
tive livestock market where present and future conditions of 
supply and demand are bo systematically discounted as in the 
grain and cotton trades. There is of course a general relation 
between the prices paid at the various central livestock mar- 
kets, for spot exchanges have been organized, telegraphic con- 
nections have been established, the prices of the leading vari- 
eties and classes of livestock are published in the daily press 
and in livestock trade journals, and the principal buyers at 
most of the western markets are the large packing companies. 

Since most of the stock throughout the West is shipped 
direct to central markets by the growers, country and central 
market prices are in many cases synonymous. The prices paid 
by local dealers to farmers who do not sell at the central mar- 
kets bear a general relation to the prices paid in those mar- 
kets, for there frequently is competition between different 
local dealers and between dealers and retail butchers. Central 
market prices, moreover, are published in newspapers and 
farm journals where they can be readily seen by farmers. la 
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wool, and but 12 per cent, as f blood or below. In 1913 these 
range states, which are more fully described in Map No. IX, 
produced 65 per cent, of the country's wool clip.' 

Owing to the shift from wool breeds to mutton breeds in 
many parte of the United States, the output of wool did not 
keep pace with the number of sheep on American farms and 
ranges. The maiimum wool clip was produced in 1893, when 
348,500,000 pounds were sheared as compared with 296,- 
800,000 in 1913. In 1902-1903, when the Department of 
Agriculture reported the maximum number of sheep, the 
annual wool output aggregated 316,341,000 pounds, and since 
then it has usually averaged about 300,000,000 pounds. The 
decline in the last few years is due chiefly to the unusually 
large number of sheep and lambs sold to packers and slaugh- 
terers. 

Imports of Foreign Wool. — The wool trede differs from 
the grain, cotton and livestock trades in that it is obliged to 
compete for the domestic market against foreign producers. 
In contrast with the commodities previously considered, prac- 
tically no domestic wool is exported from the United States. 
Indeed the country's wool manufacturing industries find it 
necessary annually to import from 30 to over 40 per cent, of 
their raw wool supply. The total production of American 
wool, the imports, and the consumption of wool in recent 
years are shown in table No- IX (page 206). 

Large quantities of foreign wool are purchased in Great 
Britain and some in Belgium, France and Germany, for these 
countries act as brokers in the wool trade, but most of the 
wool imported from abroad originates in Australia, Argen- 
tina, New Zealand, China, Eussia and South Africa. Of 
195,293,000 pounds imported in the fiscal year 1913, 111,- 
168,000 consisted of low-grade wools, originating chiefly in 
China, Russia, East India, other Asiatic countries, the Scotch 
highlands and parts of South America where native sheep are 
raised. They were until the revision of the tariflf in October, 

'National Association of Wool Manufacturers: Annual Wool 
B«vien (1913), p. 6, sot including pulled wool, the origin of which is 
not stated. 



Map IX, — IiocATiOK of Runn Codntbt.* 
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1913, known as Class III wools and ■were largely used in the 
carpet industry. Twenty-nine million, nine hundred anil 
thirty-seven thousand pounds consisted of higli-grade wools 
nsed largely in the worsted and corded woolen industries. 
They were known as Class I or "clothing" wools, and origi- 
nated chiefly in the merino and merino crossbred flocks of 
Australia, Argentina, New Zealand, Uruguay and South 
Africa. The remainder or 16,886,000 pounds cousisted of 



Years 


Domestic 
Output t 


Imports t 


Consump- 
tioaX ■ 


Per Cent, of 
Consumption 

Foreign 


1881-1890 (av.),. 


280,700 
288,637 
321,303 
318,547 
304,0*3 
296,175 


03,195 
155,928 
263,928 
137,648 
193,401 
195,293 


369,486 

436,663 
581,236 
447,990 

495,724 
486,266 


24.1 
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wool of the grade produced by the various types of English 
sheep or crossbreeds other than merino crosses, and of hair 
of the Angora goat (mohair). Alpaca, camel and other ani- 
mals. These imports of the so-called Class II, or "combing" 
wools, originated chiefly in Great Britain, Canada and Ar- 
gentiua, and the imports of hair chiefly in Turkey, South 
Africa, China and South America.' 

The great wool-growing countries of the world are Aus- 
tralia and Argentine Republic, the annual output of tlie for- 
mer aggregating 700,000,000 and that of the latter 
400,000,000 pouDds. New Zealand, Uruguay and South 
lel'a hair was included in No. HI wools. 
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Africa produce less than the United States but their output 
is mainly a surplus available for esportatiou. 

Competition Between Domestic and Fore^ WooL 

— The extent of competition between domestic and imported 
vool is not BO great as their relative volume would indicate. 
The largest group of importa, or so-called carpet wools, com- 
petes with but small quantities of domestic wool. But 31 per 
cent, of the total American clip grades as § blood or less, and 
much of this is of a quality which does not bring it into direct 
competition with the low-grade carpet wools imported from 
China, Russia and India. Nearly 60 per cent, of the coun- 
try's wool output grades half-blood or higher,' and is used in 
the mills which also purchase imported combing and clothing 
wool. As relatively little domestic wool, however, competes 
with the highest grades of Australian wool, a portion of the 
"clothing" wool imported from that country may likewise be 
regarded as non-competitive. 

Until December 1, 1913, moreover, when the wool wae 
placed upon the free list by the tariff act of October, 1913, 
the competition between domestic and foreign wool was modi- 
lied by protective import duties. The import rates imposed 
on unsecured "carpet" wools by the acts of 1897 and 1909 
ranged from 4 to 7 cents a pound according to whether their 
value was less or more than 12 cents a pound.^ They were 
low because such wools are in the main not competitive. The 
rates on unscoured "clothing" wools, however, ranged from 
11 to 22 cents per pound according to whether they were 
washed or unwashed, and those on unecoured "combing" 
wools were 12 cents. The rates on scoured "clothing" wools 
were 33 cents, "combing" wools 36 cents,' and "carpet" wools 
21 cents per pound, 

' U. S. Tariff Board: Wool and Manufactures of Wool, vol i, p. 
300 — 52 per cent, above half-blood and 17 per cent, half-blood. 

* Duties here quot«d were those on wool not on the skin. 

'The rates on unsecured wool in other tariff acts since 1860 were 
as follows: 1861 and 1862 — 50 per cent., 3c. and 9c.; 1864— 3c. to 
12c plus 10 per cent; 1867 — 3c. to 12c. pins 10 per cent, and washed 
ClasB I wools double; 1872 — 2 7/lOc. to 10 8/lOc. plus 9 per cent, 
and washed Class I noola double; 18T5 — 3c. to 12c, ^lua VI -^i «.«t^ 
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The ability to import foreign "clothing" and "combing" 
wools while these protective duties were in effect was due 
largely to the absolute shortage of dompstic wools, and to dif- 
ferences in grade, use and shrinkage. Tlic finest grades of 
Australian wool are not in direct competition with American 
wool, being used in the manufacture of the finest fabrics or 
to mix with domestic wool of somewhat lower grade or dif- 
ferent quality. Much foreign wool, however, is competkive, 
and was able to pay the higli protective duties largely because 
the shrinkage of imported "clothing" and "combing" wools, 
i. e., the difference in weight between "raw" or "grease" wool 
and "clean" or "scoured" wool, is less than that of domestic 
woole. As compared with a shrinkage of CO per cent and 67.3 
per cent, in the finer grades of wool produc-ed respectively in 
the eastern and western parts of the United States, the Tariff 
Board reported an average shrinkage of 47. C per cent, and 
48.2 per cent, respectively in the finer grades of South Ameri- 
can and Australian imported wools. The difference in the 
case of coarser South American and Australian wools is less 
pronoimced but is also a substantial factor in the wool trade. 
Since the tariff rates were constructed on the theory that wool 
shrinks fi6j per cent, in the scouring it was to the interest 
of wool importers and foreign exporters to select wool of low 
shrinkage for the American market and to ship the heavier 
wools to Europe.* Natural differences in shrinkage, more- 
over; were made larger by the practice of "skirting." While 
American wool usually reaches the market substantially as it 
comes from the sheep's back, in the case of foreign wools of 
like character imported under the protective tariff acts of 
1883, 1890, 1897 and 1909, the stained or inferior locks were 
usually skirted or trimmed from the edges of the fleeces. 

Reaaoiu for Extensive Imports of Wool. — Tlie reasons 
why, in spite of high tariff rates, the mills of the United 
States have had to import from 30 to over 40 per cent, of 

and waahed Clan I wools doable; 1S83— 2}e. to I2c. and waihed 
Claai I woolt double; 1890— CUm I— unnrashcd lie, washed 22c., 
QlMi II, l£e., Claw III 32 per cent to 60 per cent; 1894— /re«. 
'17. a Tariff Bowd, vol i, pp. 382-387. 
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tlieir raw wool sapply, or stated in aDothcr way, the reasons 
why with such protection the American raw wool industrj 
has not met the needs of the country's mills, lie deeper than 
differences in shrinkage or other immediate trade considera- 
tions. Now that imported wool has been placed on the free 
list the weight of these causes is even greater than formerly, 
because foreign wool is no longer hampered by raw wool duties 
ranging from 4 to 22 cents per pound. 

1. A fundamental cause has been the use of sheep lands 
in many parte of the United States for crops wliich are in- 
herently more profitable. The movement of the wool-growing 
industry across the entire continent shows how as the frontier 
was pushed westward wool had to make way for more prof- 
itable crops. Everywhere east of the Rocky Mountains the 
lauds which formerly produced much wool are now used 
mainly for wheat, corn, oats, hay, vegetables, fruits or other 
similar crops. It found its last main stronghold on the west- 
em foothills and mountains, for there the development of 
agriculture has been less rapid and much land is imsuited to 
crops without irrigation, 

3. Similar to the foregoing cause is the fact that in many 
of the sheep-growing regions of the United States, it has been 
found more profitable to produce mutton and lamb than to 
produce wool. As formerly mentioned the flocks of the Ohio 
and central Mississippi valleys have been largely converted 
into meat-producing flocks, and even in Wyoming and Mon- 
tana there has been much crossiug with English mutton 
breeds. The Tariff Board reported that receipts from wool 
in the western flocks taken as a whole averaged $1.17 or 45.7 
per cent, of the total receipt* per head, as compared with 
$1.31 or 58.7 per cent, in Australia and $1.28 or 60.4 per 
cent, in South America.' 

3. The operating costs of production have gradually risen 
in the United States and arc substantially higher than in the 
countries which produce wool of similar quality. The labor 
costs in the western states where sheep-raising conditions are 
the most favorable average about 82 cents per head as com- 

' Wool and ManufactureB of Wool, vol. i, p. 342, 
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pared with 7 cents in Australia and 33 cents in South 
America.' Forage costs average about 45, 8, and 35 cents per 
head respectively, Ab was Btated by the Interstate Commerce 
Commission : "The free range was the basis of the sheep 
industry in this region, and the free range no longer exists. 
The better lands are being taken up by farmers. Much is 
coming under cultivation through irrigation projects. The 
sheep-man to-day must not only pay for the privilege of 
grazing, but be is deprived of his winter feeding grounds and 
must supply artificial food at great expense. In many places 
the Tvater formerly available has become private property, 
and this necessitates great outlay upon the part of the 
ranchman. The serious condition which confronts the grow- 
er of sheep in this western country is the diminishing quan- 
tity and the continually increasing price of land in its va- 
rious forms; and tliis is not a temporary but a permanent 
condition." ' 

Miscellaneous costs, including administration, mainte- 
nance repairs and depreciation, taxation, shearing, wool bags, 
movement of flocks between winter and summer ranges, etc., 
average about 83 cents per head in the western states, 78 
cents in Australia and 57 cents in South America. Total 
operating costs per head average about $3.11, .93 and $1.15 
respectively in the three competing districts. 

The total net charge against a pound of merino wool in 
the western states is estimated by the Tariff Board to be about 
11 cents, in the remainder of the United States about 19 
cents, and in the country as a whole 13 cents. These cost fig- 
ures which were based upon the year 1909-1910 indicate that 
the average price of 24 cents for merino wool paid to growers 
in the Ohio Valley and 15.9 cents paid to western growers 
during that year left an average profit of but 3.1 cents per 
pound to the former and 4.9 or 5 cents to the latter. In later 
years prices have been higher, but as stated by the TariEE 
Board "there is no contingency in sight that can by any pos- 

'CoBt figures bb reported bj Tariff Board, Wool and Uanufac- 
turcB of Wool, vol. i, pp. 333-3T7. 
'S3 d. a C. Beporto, 158. 
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sibility place domeatic growerB on an equality in the matter 
of coats with their competitors in South America, Australia 
and the Cape Colonies." 

SiBtribation by Industries. — The greatest quantity of 
wool is consumed in the worsted industry, large amounts in 
the carded woolen and carpet and rug industries, and smaller 
amounts in the felt goods, hosiery and knit goods and wool 
felt hat industries. The total consumption in the various in- 
dustries in 1909 and 1899 are shown in Table No. X. 



TABLE X' 
Consumption of Raw WooLf ik the Unitbd States 



Industry 


1909 
Quantity 


1899 
Quantity 


Percent. 
of Licreaset 




lbs. 

387,717,415 
87,037,951 

7,068.788 
64,135,020 
12.409,826 

1,2*3,498 


IbB. 

179,977,930 
150,200,610 
17.953,907 
51,871.334 
9,606,263 
2,713,374 




Wooleo 




Hosiery and knit goods 


—60.63 


MtgOKls 













!1d the eoadition purchawd in 
MiDua ( — ) aicn lodicateB d( 

In the census year 1909 all of the various branches of 
wool manufactures consumed 559,500,000 pounds of raw wool. 
In addition much wool in the form of waste and noils ^ passes 
from the worsted to the carded woolen and other woolen in- 
dustries; many woolen rags and much shoddy" is annually 
consumed; and there is some trading in tops ' and in woolen 
and worsted yarns. In 1909 wool manufacturers also con- 
sumed over 39,000,000 pounds of animal hair, hair yarn 
and hair noils, and 384,500,000 pounds of cotton and cotton 
yarns. 



'Short, tangled Sbers separated from wool in 
* Wool reclaimed from woolen raga. 
'Coutinuoua strands or ropes of combed wooL 



lombing process. 
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The worsted milla, which are the chief purchaeera of wool, 
are h>cated principally in MassachusettB, Rhode Island, Penn- 
sylvania, New Jersey, New York and Connecticut, and more 
particularly in Ijawrcnce, Providence and Philadelphia, New 
York, Pennsylvania and Massachusetts produce nearly 90 per 
cent, of all the domestic carpeta and rugs. The carded woolen 
hosiery and knit goods and felt goods mills are located mainly 
in the eastern half of the United States, hut are more widely 
distributed.' 

Central Wool Mabkets 

Although some wool is purchased directly from the grow- 
ers by the manufacturers and is shipped directly to the mills, 
the great bulk of raw wool is handled by central wool dealers 
or commissionmen who concentrate it at a small number of 
large central markets. There are two chief groups of central 
markets east of the Rocky Mountains, those on the Atlantic 
seaboard and those of the central West. 

The Eastern Harkets. — The former, which are of pre- 
dominant importance alike in the domestic and import trade, 
are located principally in Boston, New York and Philadel- 
phia. Boston is the controlling wool market of the country ; 
indeed that market has as much influence over wool prices 
as Chicago has over the prices of grain, possibly more. 
Equipped with huge warehouses and scouring plants, located 
adjacent to the greatest woolen textile district in America, 
favored by a location which enables it to import readily from 
abroad, and by railroad rates which until rei-ently niailo it 
difficult for most of the central western markets to compete 
in the handling of wool grown on the mountain ranges, Bos- 
ton has been able to quote regularly and publish daily prices 
which are largely followed everywhere throughout the United 

' Hosiery and knit goods chiefly in New York, Pennsylvania, 
MaaaBchuBetts, IllinoiB, Connecticut, New UampshirD, nni] Rhode 
Island. Felt goods chiefly in New York, Maasachugottfl, New Jersey, 
Connecticut and Pennsylvania. Cardcil woolen goods chiefly in Maasa- 
ehuBetta, Pennsylvania, Maine, Connecticut, New Humpsliire, New 
York aad Sbode Island. 
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States. The wool receipts of Boston in 1912 aggr^^ted 
360,602,000 pounds, or 7i per cent, of the entire wool con- 
sumption of the United States. 

Central Westem Market*. —There are few central wool 
markets in the West because the centers of consumption are 
60 largely located in the East, and because Boston, New York 
and Philadelphia have as compared with most western cities 
been favored by relatively low through railroad rates. St. 
Louis and Chicago are wool centers because the through rates 
from the West "break" at those points ; i. e., the through rates 
to the seaboard are made up of the rates from the local ship- 
ping points to these terminals plus the rates from there to 
the seaboard, thus giving St. Louis and Chicago wool dealers 
an opportunity to classify and grade, scour and otherwise 
handle western wool.' The wool receipts of Chicago in 1912 
comprised 55,778,()00 pounds, and those of St, Louis 23,- 
390,000, and their shipnients which were higher because of. the 
pulled wool obtained from the packers and slaughterers and 
the storage of fleece wool were respectively 98,691,600 and 
39,819,200 pounds. Omaha has become a wool center because 
it has to a limited extent enjoyed a transit privilege, i. e., the 
privilege of stopping western wool and subsequently re- 
shipping it on the balance of the through rate.* West- 
ern dealers being located in important packing and slaughter- 
ing centers are, moreover, able to increase their supply by 
purchasing "pulled" wooP and their middle- western location 
enables them to handle some of the wool grown in the Mis- 
sissippi Valley, The Interefate Commerce Commission has 
recently ruled that transit privileges should be extended to 
other "intermoiliate jwints on a direct line upon payment of 
2i cents per 100 pounds and upon the condition that it ap- 
plies only to wool originating west of the Mississippi River, 
which must be kept eeoarate from wool originating at points 
east of the river." * 

■ 19 I. C. C. Reporta 535, Dec. 14, 1910; 23 I. C. C. Beporte 169, 
Har. 21, 1912. 

'Ibid. 

■Wool remove'! from skinB after slaughter, 

• 23 I. C. f. Hepoitt 177. 
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Padllc Coast Ibrkets.— Wool grown on the Pacific Slope 
is largely concentrated at the coast temiiiial:'. particularly at 
San PranciBco in the eouth and Portland in the north.' The 
coast terminals are central wool markets chiefly because by 
their location they are enabled to ship to the eastern markets 
either by water or rail. For some years they have enjoyed a 
through blanket rate of $1.00 per 100 pounds on baled wool 
shipped eastward by rail, as compared with tj^pical rates on 
shipments from interior points to Boston, ranging as follows: 
from Spokane, Washington, $2.13 ; The Dalles. Oregon. $l.i3 ; 
Boise, Idaho, $2.13; Billings, Montana, $1.75; Cheyenne, 
Wyoming and Denver, Colorado, $1.73^ ; Ogden, Utah, 
$1.72i; Albuquerque, New Mexico, $1,93; and Fort Worth, 
Texas, $1.8-t^. The rates from interior points to the eastern 
markets have recently i>cen reduced by the Interstate Com- 
merce Commission, but they are still in excess of $1,00 per 
100 pounds. The rates on sacked wool shipped from Denver 
and Cheyenne to Boston for example have been reduced from 
$1.?2| to $1.33 per 100 pounds, and proportionate reductions 
were made on shipments from other mountain and far-western 
interior points.' 

Functioiu of Centisi Wool Markets.— (1) The central 
markets are points of concentration where raw wool may be 
stored, classified and graded. (2) They are spot or ca.sh mar- 
kets in which the dealers and commissionmen sell wool to 
manufacturers as it is needed by them either for immediate 
delivery or delivery at a stated time in the future. (3) Al- 
though speculative "futures" are not dealt in as in the grain 
and cotton trades, there is speculation in wool at some of the 
central markets. (4) They are sliippiug and distributing 
points from which wool is distributed to the mills or to other 
wool markets. (5) They facilitate the quoting, publication 
and determination of wool prices, (C) Most of them, par- 
ti(rularly the three great eaRtern markets, are scouring centers. 

' AIm Lob Angelee, Bacramento, S<?att1e, Tacotna, Everett, As- 
toria, et«. 

•23 1. C. C. Boport* 151, Mar. 21, 1912; 25 I. C. C. Reports 185, 
Jtav., 1P12; 85 I. C. C, R«port8 6T5 Jan. 7, 1913. 
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While there are a small number of scouriug plants in the 
wool-growing regions, most of the wool — domestic as well as 
foreign — arrives at the central markets as raw or grease wool, 
there to be scoured ' either by the central wool dealers or 
manufacturers. (7) The Atlantic seaboard markets in addi- 
tion are wool-importing centers ; and (8) in all the large mar- 
kets, but particularly in Boston, New York and Philadelphia, 
much wool is consumed in locally established mills. 



The Local PnROHASiNO op Wool 

Purchase from American Orowers. — Wool is sold by the 
growers either in the "unwashed" condition just as it coracs 
from the sheep's back, or after it has been "washed." In the 
latter case the sheep are driven into shallow streams or vata 
and the wool is washed with water so as to remove some of 
the foreign substances and perspiration adhering to it. In 
either case the "wool fat" or "grease" is usually not removed 
until the wool has been sold and reaches the scouring plants 
of the central dealers or manufacturers. 

It is usually shipped from the western ranges in sacks 
about 7 feet long, 3 feet in diameter and weighing from 250 
to 350 pounds, each fleece being tied up with a string and 
trodden into the sack. Some wool is baled before it is shipped 
to distant points. Three bales may be tied together and com- 
pressed, or the wool may be taken from the sacks and com- 
pressed into square or rectangular bates fastened with iron 
straps. Baling is done mainly by the dealers rather than the 
growers, and thus far the practice has not become general in 
the United States. The Interstate Commerce Commission, 
however, has recently ordered a difference of 15 per cent, in 
favor of wool shipped from western points in bales having a 
density of at least 19 pounds per cubic foot.° 

Although the wool trade is similar to the grain, cotton 

* Scouring removes the wool fat, perspiration, ilirt aod foreign 
subBtonces bo as to prepare it for carding and combing. 
■ 23 I. C. C. Bcports 166, 170. 
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and livestock trades in that much of the output is concen- 
trated at central markets, it differs in that the principal 
central wool markets are not in the interior but on the sea- 
board, from two to over three thousand miles distant from 
the western ranges. The methods of purchasing the wool 
from the growers are various. 

(1) The most common method throughout the mountain 
districte is the direct purchase by central wool dealers, (a) 
The growers may receive bids from these dealers by mail or 
telegraph and in that way make a private sale, (h) They may 
be visited by agents sent out by the dealers to make bids and 
buy their wool privately, (c) They may sell their clip to the 
agents of the dealers at public sale on the local wool ex- 
changes which have been established at some of the local wool 
shipping points. These local exchanges are spot markets with 
warehouses where growers may bring their wool, list it free 
of charge, and receive bids on it at given times from the vari- 
ous buyers who congregate there. At some points the buyers 
who organize tlie local exchanges offer free warehousing aa 
an inducement to the growers.' 

The dealers may buy the wool cither before or after it has 
been shorn. In some seasons much wool is contracted for on 
the sheep's back,' although many growers are opposed to this 
practice.' 

(2) Wool is also consigned by growers to central com- 
missionmen. Some wool-buying houses may act as dealers 
and also receive wool on consignment. Commissionmen sell 
the wool to manufacturers or dealers, the growers paying a 
commission for their services, the railroad and drayage 
charges, storage in case the wool is stored in warehouses, and 
insurance until the wool is disposed of.* 

' See U. S. Iniluatrial Comroisuon, vol. vi, p. 330. 

'National Association of Wool Manufacturers; The Annnal 
Wool Be\-iew (1912), p. 308. 

•Ibid. (IBIO), p. 307. 

< U. S. Industrial CommiMion, vol. vi, pp. 332, 335-330. Com- 
misaioua in middle- irestam and eastern centers 1 to 1) cents per 
pound; at San FranciBCo } cent per pound; Oregon and Washin^n 
markets 5 per cent, on small lots and 2J per cent on large Iota. 
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(3) Manufacturers eometimes buy direct from the west- 
em growere, in any of the ways mentioned in connection with 
wool dealers. This practice has, however, never become com- 
mon because there may be numerous grades in the wool clip as 
offered by the growers. Since the manufacturer desires par- 
ticular grades it has been to hJa interest to buy from central 
dealers and commiasionmen who after t^orting, claasifying and 
grading can provide the grades which he wishes to use. 

(4) As in case of the livestock trade the wool produced 
in regions where sheep raising is not conducted on a large 
scale is frequently bought by local dealers. These local deal- 
ers may buy on their own account with a view to selling di- 
rectly to central dealers or manufacturers or consigning it to 
central commissionmen ; or they may act as commission agents 
or buyers for central dealers or manufacturers, receiving from 
1 to 2 cents per pound of wool shipped by them. 

(5) Some growers have undertaken to handle their wool 
cooperatively either at the central markets or locally. Some 
five hundred west«m growers have established a cooperative 
terminal wool warehouse at Chicago in order to handle their 
wool in the same way that wool is handled by commissionmen 
and dealers in the East, bo as to retain the middleman's profit, 
discourage the sale of wool on the sheep's back, store their 
wool until sold, and obtain loans from banks up to two-thirds 
of its value.' Some of the shipping associations or lamb clubs 
mentioned in connection with the sale of livestock (page 178), 
moreover, constitute local wool-shipping associations the mem- 
bers of which ship or sell their wool as well as their sheep co- 
operatively. 

The PnrchBae of Imported Wool. — Most of the wool im- 
ported into the United States is purchased in foreign wool 
markets by the agents or buyers of American wool dealers and 
manufacturers either on public markets or privately. (1) 
Much wool is bought by American buyers at auction in the 
public "wool sales" of London, Liverpool, Antwerp, and other 
European wool centers. At London, for example, Australian, 

' 23 I. C. C. Reports 172; National Awociation of Wool Manufac- 
turers, 23 Annual Wool Heview (IBM), p. 522; Ibid. (1910), ?, 301, 
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New Zealand, South Afriran and other wools are catalogued, 
exposed in warehouses for examination and auctioned in the 
public salesroom on Coleman Street. (2) Similar public 
auction aales have been established in various interior and 
seaboard wool markets in Australia and New Zealand, Ameri- 
can buyers appearing particularly at Melbourne and Gellong. 
Their purchases, however, are less important than those made 
in London, most of the Australasian wool being imported in- 
directly. (3) Much foreign wool is purchased privately from 
foreign dealers and commissionmen, particularly in South 
America and in the countries which produce carpet and other 
coarser wools, but to some extent also in the British, European 
and Australasian markets where public wool sales have been 
established. (4) Some foreign wool is purchased directly by 
private sale from foreign growers at the ranches or at the 
wool ceuters of the countries in which it is growii,^ 



Wool Prices 

It ia at the large central markets of the East, particularly 
at Boston, where the prices paid for American wool are de- 
termined, for it is there that both domestic and foreign wool 
I, is concentrated. The mari-ei supply of wool differs from that 
of any of tlie agricultural commodities previously discussed 
in that it is more largely influenced hy foreign production. 
The imported wool, being purchased abroad in competition 
with the buyers of many other countries, cannot be bought at 
prices warranted by the domestic wool output, and conse- 
quently the prices of American wool are influenced largely by 
the foreign as well as the available domestic supply. 

The influence of markH demand is likewise international, 
for altliough European mills do not use American wool they 
are in the market for huge quantities of Australian, New Zea- 
land, South American and South African wool of the grades 
which compete with American wool in the markets of the 
United States. The influence of demand and supply upon 
•See Tariff Boarrt. vol. 1. pp. aoa-.IM; 468-470. 
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the price of American wool has for many years differed from 
the influence of these factors upon American grain, cotton 
and livestock prices in that domestic wools were protected by 
high import duties. Other domestic farm staples were also 
protected, but since there was until recently little occasion in 
their case to import competitive commodities from abroad 
their prices were not greatly affected by the import duties 
imposed. American wool prices were, however, not main- 
tained by the full amount of the duties paid on foreign wool 
because all imported wools are by no means competitive and 
there are other forces which act independently of the tariff. 

The prices of Amerit^n wool are to some extent influ- 
enced by the various coats of production previously men- 
tioned, but the international character of the wool trade 
minimizes their effect, for the lower producing costs of 
competing Australian, New Zealand, South American and 
South African wool are also instrumental. Shipping and 
selling costs influence the relative prices at the various mar- 
kets somewhat, but being deducted from the growers' prices 
for the most part, they affect producers' prices or profits more 
largely than the prices paid by the mills. Bailroad charges 
of from $1 to $2 per 100 pounds of wool shipped from the 
mountain or Pacific states are but a small percentage of ter- 
ritory wool ' prices which on May 9, 1914, ranged from 50 to 
60 cents per pound (scoured basis) in the Boston market, and 
rates of 52 cents per 100 pounds from Chicago to Boston do 
not greatly influence the price of unwashed wools of the Ohio 
Valley selling at 20 to 24| cents per pound. 

Differences in quality and condition largely affect the 
prices paid at the central markets for the various types of 
American wool. Thus the prices vary acrording to whether 
the wool is sold in the unwashed, washed or scoured condition. 
When Ohio unwashed half-bloods, for example, sell for 24 
and 24i cents per pound the same gTa<le of Ohio washed 
wool sells for 26 and 26J cents, and the Montana staple half- 
bloods which are sold in the Boston market on the scoured 
basis sell at 53 cents and 54 cents. The quality of the wool 

' Wool grown in Montana, Wyoming and Idaho. 
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depeads largely upon the percentage of merino blood in the 
Bheep, the geographical region in which the wool is produced, 
its scouring percentage, the frequency of shearing, i. e,, 
whether 12 or 8 or 6 months' growth, and the absence or 
presence of any special defects. A glance at the Boston price 
quotations will show that these considerations variously in- 
fiuence the prices paid at the central markets.' 

In the West where most of the wool is bought directly by 
dealers and manufacturers or consigned to central commis- 
eionmen, the prices paid to the growers are based upon the 
current prices paid at the central markets. The buyers deduct 
from the latter the estimated shrinkage of the wool, railroad 
charges, packing costs, baling costs if any, drayage, and other 
handling and buying costs. The growers of the northwestern 
and southwestern ranges receive from 3 to 4 cents less per 
pound than the ruling price of the Boston wool market. If 
consigned to a central commissionman the commission charge 
and insurance costs, if any, are also deducted from the grow- 
ers' balance. 

In the Ohio and Mississippi valleys where much wool is 
purchased by local dealers or local commissionmen, and 
where most growers produce wool merely as a side line, the 
difference between the growers' and eastern market prices 
sometimes runs from five to over eight cents per pound he- 
cause the local middleman's profit as well as the usual costs 
are deducted. Here, moreover, little attention is given to 
grade and condition by local buyers, who usually pay a uni- 
form price at any particular time and not infrequently base 
this price upon the less desirable offerings.^ 
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CHAPTEB XI 

THE LEAF TOBACCO TBADE 

An'itiif.r of tht: ]rTi-&t Ameriran agricuUunil staples, the 
anrjiml valiiir of wliicli exft-tnJH that of tlie couBtrj's wool clip, 
JH fi-nf Uihiuii}. SiiKC IftOd the cmp has ranged from nine 
hiirji|ri;<] th'itiflaml U> one Uillion p<juu']$, valued at from 
»H.Vj(»(i,orio to *l22,(KtO,000. India, Russia, Hungary, Java, 
rfnjHiii, C(il»a, fitrmaiiy, Turkey and other countries produce 
Hiiiih IfMf toliacco, hut none grow one-half the crop anuually 
ffrowii in the I'nitcd Stut£H, and none export one-half the 
ijiJiiiitity ntintitilly exi>ort4^1 from thJH country. Leaf tobacco 
in iin{H)rtaiit hotli in domestic and foreign eommcrL-e, and the 
tnidi: inelhodx piiTKUed are in many respects distinctive. 

Li!AF ToiiACCO Districts and Types 

Am in the i-aHe of < niton, leaf tobacco is confined to certain 
diHlriiU whiiin which it coiiNtitulcR the staple agricultural 
crop. Simihkrly, from the Ixiliiiiical standpoint many vari- 
I'licH nre (jniwii. Ciininiorcially, however, leaf tobacco ie clas- 
Hilicd in grciiler detail than any of the agricultural staples 
pri'vioudly diKciiKwed because the finished tobacco products 
nmihi out (if llic li'iif (olini'i'o vary widely and require diatinc- 
(ive (pmliliett in their raw material. 

Commeroial Claues end Typei.-~Tbe tobacco trade gener- 
ally n-eogiiizi'M Iwo chief vlunscii of leaf toliaeco: (1) cigar 
toluicci) and {'i) chewing, smoking, cigarette, snuff and export 
ttiltiiceo. Thew chi!isi<s which are based upon the adaptation 
of llie leaf toimeco for ivrtain iisi's an- sometimes subdivided 
iiion* fully, eneh iif the groups ctunprising the second class 
U'iiig rt'jpinlcil n.t a seiMtrute elaso : but tliero is so much over- 
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lapping in the use of leaf tobacco for the making of chewing, 
smoking, cigarette and snuff tobacco and for exportation that 
the twofold classification is more generally accepted. 

Leaf tobacco classes are in turn made up of types based 
upon the poBsesaion of certain qualities such as color, strength, 
elasticity, body and flavor, or upon tlie method of curing such 
as sun-cured, air-cured, flue-cured or cured by open fires,' 
The standard grouping of leaf tobacco into classes and types, 
and the quantity of each class and type produced in recent 
years is shown in table No. XI {page 224). 

Leaf tobacco types are further divided into a large and 
varying number of grades, which are based upon different de- 
grees of excellence in quality, Burley tobacco, for example, 
is commonly assorted by the growers into six grades,* and 
yellow tobacco into from six to fifteen.* When repacked, re- 
sorted and rchandled by dealers, packers or manufacturers the 
number of grades may be further increased so as to disclose 
in detail any differences in quality which the leaf tobacco of 
any given type may possess. 

Leaf Tobacco District*. — As shown in the accompanying 
map {Ko. X) and in Table No. XI, the cigar leaf types nra 
grown principaliy in certain districts of Pennsylvania, Wis- 
consin, New England, Ohio, New York, Georgia and Florida. 
The great bulk of cigar leaf is grown in the northern states. 
Eleven counties of Pennsylvania, particularly I-aneastor 
County, which usually produces more tobacco than any other 
county in the country, grow leaf tobacco which is used largely 
for cigar fillers, although a small per cent, is used for cigar 
wrappers and binders.* Fourteen counties in southern anil 
western Wisconsin grow leaf tobacco which is used mainly for 

'J. B. KiUebrew and E. Mjrrick: Tobacco Leaf, p. 46. 

'Flyings or sanil leaves or Bo-calleil "apod," trash, I'lgg, bright 
leaf, red leaf and tips. 

•Danville, Va., grades are: A Wrapperg, (1) common, (2) medium, 
(3) good, (4) fine, (.■>) fancy; B. FiUi:rg, (1) common, (2) medium, 

(3) good, (4) fine; C Smokers, (1) common, (2) medium, (3) good, 

(4) fine; D CuHer*, (I) common, (2) medium, (3) good, and (4) fine. 
*See J. P. Killebrew, Tobacco Districts and Types, in Circular 18 

of Bureau of Statistics, Department of Agriculture. 
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TABLE XI 
Ttteo, Distbictb, Output and Prices of Leaf Tobacco 
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cigar binders, and fillers, Wisconsin being known as the binder 
state becauee 75 per cent, of its crop is used for that purpose. 
Eleven New England counties, particularly those of the 
Connecticut and Housatonlc vaJleys, produce cigar wrappers, 
binders and fillers. A larger share of the New England leaf 
Ja used^mmnpp^n and for that reason its value is ueuallj 



Mat X. — Lbat Tobacco DwrHicrs 




ProduetioD Data u in Thirteenth U. S. Censua 

1. WiscoDEiD Cigar Leaf. 

2. New York Cifiar Leaf, 

3. Bright YeUow New Belt. 

4. Va. SuD Cured; Va. Dard; and Bright YeUow Old Belt 

5. Clnrkaville and HopldiiBville Dark, 
e. Paducah Dark. 

7. Burley Leaf. 
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higher than that of the tobacco grown in other northern states. 
The tobacco grown in fourteen counties of the Miami Valley 
in Ohio as in the case of Pennsylvania is used mainly for cigar 
fillers. That grown in the eight counties which comprise the 
Onondago and Big Flats tobacco districts of New York is 
similar to the New England crop but is of somewhat inferior 
average quality and less of it is used for cigar wrappers. The 
highest type of domestic cigar tobacco is grown in the five 
tobacco counties of Georgia and Florida, it being used largely 
for cigar wrappers. 

Of far greater importance than the cigar leaf districts are 
the large districts in Kentucky, Virginia, North Carolina, 
Tennessee, South Carolina, Maryland, West Virginia and 
southern Ohio which produce the chewing, smoking, snuff, 
cigarette and export types. Their value per pound is on the 
whole less than that of the cigar types, but their total quan- 
tity and value are far in excess. Indeed Kentucky alone 
produces one-third of the country's entire leaf tobacco crop. 

The burley district extends throughout the central and 
eastern parts of Kentucky and certain counties in Ohio, In- 
diana and West Virginia. It produces the so-called "burley'' 
leaf, much of which is used in the United States to manufac-. 
ture chewing and smoking tobacco and cigarettes and some of 
which is also exported to foreign markets. 

The principal dark districts of Kentucky and Tenneesee 
which produce the various types of "dark" leaf are five in 
number. The leaf grown in the Paducah district of western 
Kentucky and Tennessee, instead of being air -cured as in the 
burley and cigar leaf districts, is cured by the open-fire proc- 
ess. It is largely exported to foreign countries, although some 
of it is retained for the manufacture of snuff and cheap cigars, 
chewing and smoking tobacco. To the west and northwest 
from this district in Kentucky and Indiana is the Henderson 
district, also called the "stemming" district because most of 
its crop is exported to Great Britain in the form of "strips" 
which consist of the leaves after the stem or midrib has been 
taken out or "stemmed." The crop is cured either by the aip- 
caring or open-fire processes and nearly aU of it is shipped 
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abroad. The tetter grades of dark tobacco grown in tbe upper 
Green Hiver and Upper Cumberland districte of Kentucky, 
where the air-curing process prevails, are used for chewing 
tobacco, and tbe lower grades for smoking tobacco and for 
exportation. The output of the Clarksville and Hopkiosville 
district of Tennessee which is cured by the open-fire process, 
is prepared mainly for the export market, and as in the case 
of the Paducah district much ia shipped to Great Britain in 
the form of strips. 

The crop of the "sun cured" district of northern and cen- 
tral Virginia which is partly cured in the sun and partly air- 
cured, is used largely in the United States in the manufacture 
of chewing and smoking tobacco, lliat of the dark district of 
Virginia, located in the southern part of tbe state, on the 
contrary ia cured with open wood fires, and most of it is ex- 
ported. Smaller quantities are used in the United States to 
make cheap cigars, snuff, smoking tobacco, plug fillers, and 
some of highest grades for plug wrappers. 

The bright yellow district divides itself into two belts. 
The "Old Belt" which includes various counties in the south- 
em part of Virginia and the northern part of North Carolina, 
cures its crop by the flue-curing process. Some of it is ex- 
ported hut most of it is retained for the manufacture of chew- 
ing and smoking tobacco. The crop of the "New Belt," which 
is located in the eastern and southern part of North Carolina 
and the northern part of South Carolina, is also cured by flue- 
curing process, but in this district the leaves are "primed," 
i. e., gradually cut from the stalk in the field as they ripen. 
Some of the bright yellow tobacco of this belt ia exported, but 
most of it is used in the domestic manufacture of cigarettes 
and smoking tobacco. 

In certain counties extending through Maryland, West 
Virginia, and eastern Ohio the so-called "export tobacco" is 
produced. This ia a very "heavy shipping" tobacco which is 
cured either by the air-cured or open-fire methods, and most 
of it is exported to France, Holland and Germany. Small 
quantities are retained for cheap domestic cigars and smoking 
tobacco. 
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The total crop of perique tobacco is but small and haa in 
recent years declined, nearly all of it being grown in St 
James Farisli, Ijouisiana. It is of a high quality, however, 
bringing prices as high as those paid for the cigar tobacco 
grown in Georgia and Florida, and is known for its distinc- 
tive qualities. After being sir^cured, the leaves are stemmed, 
made into loose twists, packed into boxes and subjected to 
pressure. The twists are nnrolled to permit absorption of 
juicea, retwisted and recompressed many times until finally 
cured. Formerly it was sold in rolls or "carrots" wrapped 
in cotton cloth and wound with rope and weighing from one 
to four pounds each, but more recently the crop has been 
packed into second-hand whiskey barrels each holding about 
five hundred pounds. Perique carrots were long regarded as 
a form of currency accepted by local merchants in exchange 
for goods and in payment of debts.* 



Methods of Selling Leap Tobacco ik the United States 

The methods of selling the crops of the cigar leaf districts 
differ from those prevailing throughout the southern states 
where the heavier types are mainly grown. 

Sale of Cigar Types. — There are no organized markets for 
cigar leaf tobacco, which is mainly grown in the northern 
states. Nearly all of it is sold by private sale to packers, 
dealers or cigar manufacturers. (1) The most common 
method is to sell privately to so-called "packers," whose agents 
sometimes purchase a grower's crop in the field before it is 
harvested but more frequently make bids at the tobacco barns. 
After the tobacco is cured the growers strip the leaves from 
the stalks, sort them into grades of quality, tie them in bun- 
dles of about forty pounds each, wrap them in heavy paper 
and deliver them to tlie packer's local warehouse or ship them 
to his headquarters which may be in New York, Chicago or 
other cities. The packer's services are various : (a) he acts 
as a local dealer who buys leaf tobacco from the growers; (b) 

' JCil/ebrew and Myriok, p. 376. 
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he regradee, fermento and packs it into cases of from 300 to 
350 pounds each; (c) he carries stock for many of the small 
local cigar manufacturers operating in the cigar leaf districts; 
(d) he sometimes sells to local manufacturers on credit, 
thereby acting as a banker, and (e) he sells much tobacco by 
sample to the wholesale dealers or jobbers and cigar maoufac- 
turers located thronghont the United States. 

(3) Cigar leaf is sometimes privately sold by the growers 
direct to manufacturers. The American Cigar Company, for 
example, has leaf-buying stations at Hartford and Windsor, 
Connecticut; Fulton, New York; Dayton, Ohio; I^ncaster, 
Pennsylvania; and Brodhead, Deerficld, Edgerton, Jonesville, 
Madison, Sparta, Stoughton, Tiroqua and Watertown, Wis- 
consin; and has plants at various places for the rehandling^ 
packing and storage of cigar leaf tobacco.^ 

(3) Some cigar leaf is privately sold by the growers to 
the wholesale dealers or jobbers who may act as packers as 
well as jobbers. The jobber's supply of cigar leaf, however, 
is mainly obtained from the packing concerns. 

(4) Because of its nearness to the dark, hurley and export 
leaf districts, a portion of the cigar leaf of the Miami Valley 
in Ohio is publicly sold on the auction market at Cincinnati, 
but this is an exception to the usual methods of selling the 
cigar types. 

The system of middlemen is expensive, the original mar- 
ket value of the cigar leaf being advanced from 40 to 80 
per cent, by the time the crop reaches the manufacturers. 
It prevails largely because, in contrast with other branches of 
tobacco manufacturing, cigars are made by hundreds of small 
cigar makers who have insufTicieDt capital to purchase direct 
from the farmers, send agents to organized markets, or do 
their own grading, ferinenting, packing and storing. The 
growers are, however, not without redress as regards the 
prices which they receive. The very absence of control over 
the cigar-manufacturing industry by a few large concerns has 
assured a certain degree of competition between cigar leaf 

'U. 8. Bureau of CJorporatioiiB: The Tobacco Industry, Part I, 
p. 297. 
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buyers. The system of local cigar manufacture in small fac- 
tories and households such as prevails in the Pennsylvania 
district, moreover, enables the grower in case of low prices 
to undertake the making of cigars on his own account or for 
a local manufacturer. Growers may also if necessary pack 
their crop for storage or for shipment to markets located at a 
distance. Their main difficulty lies in the absence of definite 
knowledge as to current prices for cigar leaf, neither the 
buyers nor the individual growers being inclined to disclose 
the real price for which the crop changed hands. 

Sale of &noking, Chewingf, Snuff and Export Leaf. 
— (1) In most of the southern tobacco districts a large part 
of the leaf tobacco crop is sold at auction in public tobacco 
warehouses. In contrast with the northern leaf tobacco dis- 
tricts, these public warehouses located at large markets such 
as Louisville, Cincinnati, Clarksville, Hopkinsville, Richmond, 
Danville and Baltimore and at numerous smaller towns in the 
growing districts constitute an organized leaf tobacco market. 

The auction sales are conducted in two general ways : (a) 
by the "loose-floor" method, and (b) by the "prized" or "in- 
spected leaf" method. The former is particularly important 
in the Virginia sun-cured, Virginia dark, and bright yellow 
districts, although it has also been established to some extent 
in the Clarksville and Hopkinsville and Paducah dark dis- 
tricts, and in the hurley tobacco districts. Auction sales of 
prized or inspected leaf tobacco prevail more largely in the 
large general tobacco markets at Louisville, Cincinnati and 
Baltimore where many types of leaf are sold, and in the 
Paducah, Henderson, Upper Green River and Tipper Cum- 
berland dark districts, the hurley district and the Maryland 
and East Ohio export district, the latter shipping most of 
its prized tobacco for sale in Baltimore warehouses. Some 
prized tobacco is also sold at auction in Virginia and the 
Carol inas. 

Under the loose-floor method, the growers, after curing 
the leaves, stripping them from the stalk and tieing them 
into email bundles containing from five to twenty leaves — 
the size of the bundles diifering in the varions districts — OT 
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placing them in sheets without tieing them &b is sometimes 
done in the "New Belt" of the bright yellow district, haul 
them to the nearest auction warehouse. The warehouees 
are equipped with sufficient floor space and light to permit of 
the ready examination of the tobacco leaves, when placed in 
long piles on theJloor, by the various buyers who congregate 
there. Meanwhile in moving the tobacco from the farmer's 
wagons to the assigned floor space it is weighed and tagged 
with cards showing the warehouse number, weight of pile 
and name of the owner. It is then "auctioned ofl" to the 
highest bidder by a tobacco auctioneer, the owner, however, 
reserving the option of rejecting the bids and selling his crop 
privately or at a subsequent auction. The usual warehouse 
costs are a weighing charge of 10 to 15 cents per pile, an 
auction fee of 10 to 15 cents per 100 pounds, or a set fee of 
35 cents in case the pile exceeds 100 pounds in weight, and 
a commission of 3J per cent, on the proceeds of the sale for 
the general service of the warehouseman.^ 

Under the prized or inspected leaf method, the tobacco is 
delivered to the warehouse by the grower in hogsheads hold- 
ing — variously in different districts^from 500 to 1,800 
pounds, or, as is sometimes done in the bright yellow districts, 
in so-called "tierces" holding from 250 to GOO pounds. When 
so packed in hogsheads or tierces the tobacco is said to be 
"prized." Its sale at public auction is subjected to control by 
the states and by hoards of trade or tobacco exchanges, so as 
to insure fair dealings between buyers and sellers. As is 
stated by Messrs. Eillebrew and Myrick in their standard work 
on Leaf Tobacco: 

It is the purpose of the law that these reKulations will bo 
cover every case aa to make it unneceaaary to cany disagree- 
ments to the courts. Provision is made that no warehouseman, 
or any one of his employees, is allowed to participate in the 
profits or losses from the purchase or sale of any tobacco in the 
warehouse with which he may be connected. The inapectors 
of tobacco are either appointed by some State authority, or 
elected by a tobacco board of trade. In Tennessee, the ware- 

' Eillebrew and Myrick, pp. 274-£75. 
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houBcmen are created inspectors by law, but they may appoint 
inspectors, or samplers, for whose acts the warehousemen are 
held responsible by the regulations of the tobacco board of 
trade. These deputy inspectors are elected by the vote of the 
warehousemen and buyers, who have an equal Toice in their 
sdection. In cases where differences and claims arise, these 
are settled by an arbitration committee. The latter consists 
usually of three persons, who are appointed by a committee of 
the board of trade, one member of which is a warehouseman 
and another a buyer, these two Bclecting a third to complete 
thia committee. Provision is also made for a committee of 
appeal, which has the power to confirm or reject the decision 
of the committee of arbitration. The warehouHemao ia obliged 
to keep his house in good condition and repair, the floors fitted 
with platforms, or skids, which will elevate the hogsheads at 
least four inches. 

Provision is aliio mado for the penalizing and detection of 
false packing, the bonding of tuepectors, and a lien on the 
tobacco to cover warehouse chargcB and foes. 

The auction sales of prlKcd tobacco arc based upon sam- 
ples which are drawn by oflicial inspectors, the hogshead or 
tierce being opened, inverted arid then lifted from the to- 
bacco. To obtain the samples the solid column of leaves which 
is thus exposed is divided at various places each of which is 
known as a "break," and for this reason the auction sales 
are commonly referred to aa tobacco "breaks." To the sam- 
ples arc attached and sealed labels or tags showing the name 
of the warehouse and its number, the name oC the seller and 
inspector, the gross weight, date of inspection, and in case of 
reinspection also the date of reinspcction and newly ascer- 
tained gross weight. The warehouse proprietor alwo issues 
a toliacco "note" or manifest bearing the date of inspection 
or reinspection, old and new weights, name of warehouse, 
and growers' marks or numbers. This "note" is a negotiable 
receipt which changes hands whenever the tobacco is sold and 
requires delivery when finally presented for shipment. Should 
the owner desire to store his crop for sale at some future 
time a special storage receipt is issued by tlie warehouse- 
man. 
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Samples are auctioned off to the highest bidder, the bids 
usually being taken at advances of 10 cents per 100 pounds 
up to $6, after which 25 cents is the minimum advance up to 
$S5, and then 50 cents per 100 pounds. The growers, as in 
the case of loose-floor sales, may reserve the option of re- 
jecting any bid offered. Frequently as many as five hundred 
sales are made in a morning, all of which must be cashed 
within a specified time. The grower receives his pay at the 
warehouse office at the price accepted less warehouse charges, 
which usually vary from 20 cents to $3.00 according to the 
quantity sold, inspection and sampling fees ranging from 40 
cents to one dollar per hogshead (including cooperage and 
nails), auction fees ranging from 12J cents to 25 cents per sam- 
ple sold, s commissionnian's fee of SJ or 3 per cent., and vary- 
ing storage and insurance charges if stored for a longer time 
than say four months. If shipped to the warehouse by rail 
the railroad charges are also deducted from the balance re- 
mitted to the grower. 

(2) Leaf tobacco in the southern tobacco districts is also 
sold in various ways by private sale, (a) Many growers sell 
the loose leaves as stripped from the stalks at their bams, for 
delivery to buyers' prizing houses, (b) They sometimes sell 
loose leaf tobacco privately at the public warehouses, (c) 
They may sell prized tobacco at their barns, or (d) privately 
at the public warehouses, and (e) some leaf tobacco, also, 
particularly in the Clarksville and Ilopkinsville districts, is 
prized for the farmers by hired primers, and is stored in pri- 
vate warehouses, to be finally sold by private salesmen on the 
basis of samples. 

Sonthem Leaf Tobacco Markets.— The markets in which 
the southern growers sell their leaf tobacco crops and in 
which much leaf tobacco is also resold by dealers and other 
middlemen are too numerous for complete enumeration. 
Many of them serve but small parts of a tobacco district, bu 
nevertheless are of importance alike to growers and buyers 
Amojig the largest markets, however, are Louisville, Hender- 
son, Padncah, Owensboro, HopkinsvJllc, Lexington and May- 
field in Kentucky; Cincinnati, Ohio; Clarksville, Spring- 
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field, Nashville, and Paris in Tenneasee; St. Ijouis, Mis- 
BOuri; Richmond, Danville, Petersburg, Lynchburg and 
Farmville in Virginia; Durham, Winston-Salem, Wilson, 
Rocky Mount and Oxford in North Carolina; and Baltimore, 
Maryland. 

Soathem Leaf Bnyen.— Owing to the large degree of con- 
solidation in those branches of tobacco manufacturing which 
consume the various heavy types of leaf grown in the South, 
the number of buyers bidding for crops is smaller than it 
was in the eighties and early nineties. Various groups of 
buyers, however, congregate regularly at the southern mar- 
kets. 

Many of the buyers represent manufacturers of chewing, 
smoking, snuff, cigarette, stogie, and cheap cigars. The 
larger manufacturing concerns, particularly, maintain special 
leaf -purchasing departments with headquarters at the leading 
markets and branches and buyers throughout the surrouuding 
districts. Some of the buyers represent dealers who prize, 
regrade, rehandle, resell and ship tobacco to manufacturers 
and exporters, or specialize in leaf tobacco strips which are 
ultimately shipped to the English market. The dealers may 
sell their supply either privately or on the large public auc- 
tion markets. 

At many leaf markets, especially those which handle the 
export, dark and burley types, the agents of exporting con- 
cerns are important buyers. Exporting of leaf tobacco is 
conducted by two principal groups of coni-erns . {IjPrivate ex- 
porting companies ship to Great Britain and smaller quanti- 
ties to Germany, Holland, Belgium, Denmark, Norway, Swe- 
den, Africa, Australasia, Japan and the foreign countries of 
North and South America. The Imperial Tobacco Company, 
for example, buys and exports great quantities of American 
tobacco to Great Britain, and the British-American Tobacco 
Company to other foreign countries. (2) So-called govern- 
ment "regies" have buyers in the United States and ship leaf 
tobacco to France, Italy, Austria and Spain. They represent 
the government monopolies which control the tobacco trade 
in those countries. 
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FoBEioN Trade in Ijeap Tobacco 

Leaf Tobacco ExportB.— The exports of unmanufactured 
tobacco just referred to have since the close of the nineteenth 
century comprised from 288- to 380,000,000 pounds annually 
or over one-third of the country's annual crop. So important 
are they that one of the general types of leaf is expressly 
known as export tobacco, and in addition much Kentucky and 
Tenneesee dark, burley, Virginia dark and bright yellow to- 
bacco is shipped abroad. The principal foreign markets, in 
their usual order of importance, are the United Kingdom, 
GerEoany, Itsly, France, Holland, Canada, Spain, Belgium, 
Australia, Africa and Japan. 

Leaf Tobacco Imports.— Though the largest producer and 
exporter of leaf tobacco in the world, the United States never- 
theless imports each year from 25- to 55,000,000 pounds of 
foreign leaf. The imports consist mainly of cigar fillers, 
binders and wrappers from Cuba, cigar wrappers from Su- 
matra, and cigarette leaf from Turkey. They comprise to- 
bacco types which are not grown in the United States or are 
not produced in sufficient quantities to meet domestic needs. 
Some of the foreign leaf is imported directly by American 
manufacturers, the largest of which maintain foreign buying 
agencies; some is imported by importing dealers, and still 
other is shipped to the United States from foreign plantations 
owned and operated by large American tobacco manufac- 
turers.^ 

Leaf Tobacco Phices 

Although in general the prices paid to the growers of 
leaf tobacco in the United States vary from year to year 
according to the commercial supply and demand, these forces 
have not always operated with exactness. In the domestic 
cigar leaf trade where there are no organized public markets 
and each sale is the result of private — often secret — bargain- 

' Bureau of CorporatioDB : The Tobaeco Industry, Part I, pp. 255, 
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ing, the grower has no definite price index as a basis for in- 
telligent judgment. The growers of the leaf tobacco used for 
other purposes than cigar manufacture have the advautage of 
numerous organized auction markets where prices are pub- 
licly quoted. There is no single or email group of southern 
tobacco markets, however, which stands out as prominently as 
Chicago does in the grain and livestock trades; New Orleans, 
New York and Liverpool in the cotton trade ; or Boston in 
the wool trade. The organization of the American Tobacco 
Company and its subsidiary manufacturing and exporting 
companies has moreover at times restricted the freedom of 
competition to some extent, for it naturally reduced the num- 
ber of independent buyers. The decline in prices during the 
years 1899 to 1903 was doubtless due in part to the great in- 
crease in the crop during those years, but among the growers 
there was a widespread feeling that it was largely due to the 
dominant position of the tobacco combination. They there- 
upon formed growers' associations in the various districts,^ 
the members of which refused to sell their crop at the prevail- 
ing prices, and restricted production. Much leaf tobacco was 
stored in warehouses and became the basis for advances made 
by New York as well as local twnks. The total annual crop 
declined from 810- to 660,000,000 pounds between the years 
1903 and 1904 and did not again reach the level of the former 
year until 1909. The eifect of this was to gradually raise 
the average grower's price from 6.8 cents per pound on De- 
cember 1, 1903, to 10.3 cents on December 1, 1908.^ 

The price effect of supply is exerted largely by domestic 
leaf, the leaf imports from abroad being mainly non>com- 
petitive. Foreign wrapper tobacco and other foreign leaf 
tobacco when mixed or packed with more than 15 per cent, 
of wrapper tobacco is obliged to pay an import duty of $1.85 
per pound if unstemmed and $2.50 per pound if stemmed, 

' Dark Tobacco Growers' Astocifttion of Kentucky; Dark Tobacco 
Groweri' ABBOciation of Tenneesee; Burley Tobacco GrowerB' Abk>- 
cUtion of Kentucky; Maryland Tobacco Growers' Aseociatiou; Hn. 
tual Protective ABBOcjation of Bright Tobacco Growers of Virginia, 
North Carolina, etc. 

'EsUniBtea of U. S. Department of Agriculture. 
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and the lowest diities on foreigo filler and other classes of leaf 
tobacco range from 35 to 50 cents per pound.* The influ- 
ence of demand, on the contrary, is international, over one- 
third of the crop being annually exported. 

Leaf tobacco prices, more so than those of most other 
farm staples, also vary greatly according to quality and use. 
As was shown in Table No, 1 the average prices of cigar leaf 
eiceed those of tobacco used for other purposes. Cigar wrap- 
pers, moreover, sell at higher prices than binders, and binders 
higher than fillers. So, likewise, the bright yellow types 
usually sell for higher prices than burley leaf, and hurley 
leaf higher than the dark and export types. While much wool, 
livestock, cotton, and to some extent even grain, is not graded 
until after it is sold by the farmers, the tobacco growers 
themselves usually grade their crop before selling it. 

Local hauling, shipping and marketing costs affect leaf 
tobacco prices and grower's profits in the same manner that 
similar costs influence the tobacco prices or grower's profits 
of other farm products. Leaf tobacco being an intrinsically 
valuable commodity, however, the aggregate influence of haul- 
ing and shipping costs is relatively smaller than in the case 
of commodities such as grain, hay or potatoes. The United 
States Department of Agriculture reports the average costs 
of hauling from the farms to local markets or shipping points 
to be about 10 cents per 100 pounds, and when shipped to 
the larger markets by rail the freight charges from the local 
shipping points usually do not exceed 15 or 25 cents per 100 
pounds. Marketing costs including commissions, warehouse 
charges and other costs previously mentioned are, on the 
contrary, a relatively important item in leaf tobacco prices 
or growers' pnifits,^ When the leaf tobawo is sold in hogs- 
heads, tierces or other containers the cost of such containers 
becomes an additional item, and frequently the costs incurred 
in the packing house which stands between the grower and 
manufacturer in so many instances affect either the price re- 

' Tariff Act of Oct. 3, 1913, Schedule F. 

'For coBt comparisons tee Uniteil States Industrial ComntisBioii : 
Distribution and Marketing of Farm Products, vol. vi, pp. 310-319. 



238 AGRICULTUEAL COMMERCE 

ceived by the grower or that paid by the manufacturer. The 
commercial costs are lowest when the manufacturer purchaBea 
directly from the grower, and highest when the crop is mar- 
beted through packers, vholesale dealers, or jobbers, eiporters 
or other middlemen, each of whom- incurs costs and demands 
a profit for the services which he renders. 

The manner in which grower's production costs affect leaf 
tobacco prices and grower's profits does not differ essentially 
from the effect of such costs in other agricultural trades, and 
the influence of general factors such as gold production is 
described in Chapter XVII. 
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CHAPTER XII 

THE MARKETING OP PBUIT 

The fruit trade of the United States comprisee so many 
varieties of fruit, and so many growing districts, markeU and 
branches of activity that space forbids the discussion of many 
phases of this trade. Viewed from the standpoint of the 
organization of commerce, it will be necessary to describe 
only the distinguishing features of the fruit trade, chief 
among which are the methods of marketing the crop and the 
unusual amount of cooperation which has been developed 
among fruit growers. Much of the ensuing discussioa applies 
equally as well to the trade in vegetabies and other farm 
produce, but for purposes of brevity it will be coniined to the 
fruit trade. 

The Frdit-Growinq Districts 

The fruit crop is commonly divided into five primary 
clasBes or groups: (1) orchard fruits, (2) small fruits, (3) 
grapes, (4) citrus fruits and (5) non-citrus tropical and sub- 
tropical fruits. Of each there is a large number of varieties, 
and most of them are produced in widely separated growing 
districts. 

Orchard IFroitSw — By far the largest group of American 
fruits consists of the so-called orchard fruits — apples, peaches 
and nectarines, pears, plums and prunes, cherries, apricots, 
quinces and others of less importance. As indicated in Map 
No. XI these fruits taken as a whole are grown in many 
parts of the country. So generally are they produced that 
the census returns of 190!) showed the amazing total of 314,- 
600,000 bushels. In California. New York, Michigan, Penn- 
sylvania, Missouri, Kentucky, Iowa, Ohio, Virginia, Tennea- 
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see, North Carolina, IlliDois, Indiana, West Virginia, Colo- 
rado, Arkansas, and Oregon many growers make a special 
business of raising orchard fruits. 

The orchards yielding the 140- to over 175,000,000 bushela 
of apples annually grown iu the United States are widely scat- 
tered, but three chief belts are disc-ernible: (a) The old-time 
"apple belt" which has for many years produced heavy apple 
crops extends throughout Xew York, Xew England, Pennsyl- 
vania, Ohio, ludiana, Kentucky, Tennessee, Michigan and the 
Virginias, (b) The apple orchards of trans-Mississippi Val- 
ley belt, including chiefly the Ozark territory of southern 
Missouri and northern Arkansas, southwestern Iowa, eastern 
Xebraska and Kansas, are newer but now yield heavy crops, 
(c) Still more recently the apple orchards of the Pacific 
Coast — California, Oregon and Washington — have shipped 
many carloads to eastern and mid die- western niarkets; indeed 
few apples have been more widely advertised than those of the 
Hood River Valley of Oregon. A fourth apple district is 
gradually being developed in the Rockv Mountain states, 
Colorado, Idaho, Utah and Montana already shipping appre- 
ciable quantities to outside markets. 

Peach growing is somewhat less general, but is likewise 
spreading over a greater area than iu the past. For many 
years the commercia! crop reaching the great fruit markets 
of the Middle West and East came largely from three dis- 
tricts, Georgia, Michigan, and California, but it is noticeable 
that many peaches have in recent years entered the trade from 
the orchards of Indiana, Illinois, Xew York, Ohio, Washing- 
ton, Colorado, Utah, Arkansas, Missouri, Texas and from aU 
the states south of the Ohio and Potomac rivers.^ 

Small Fruits.— The country's total output of so-called 
small fruits comprised 426,500,000 quarts in the census year 
1909. They include strawberries, blackberries, raspberries, 

'Other orchard fruits are gronn chieflj as follows: pears in Cal., 
N. Y., Mich., N. J., Pa., Ohio, Md., Ore. and Wash.; plums and prunes 
in Cal,, Oregon, Wash., N. Y., Pa. and Mo.; cherries in Cal., Pa., Ind,, 
Mich., Ohio, Ore., Neb., Mo., III., lo"u and Wash.; apricots in CaL; 
qaiacea ia N. Y., Ohio, Pa. aad CoL 
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CTsnberries, cnrraDts, gooseberricB and other varietieB of bei^ 
ries. Their production is widely scattered, but the leading 
districts are in New Jersey, New York, Massachusetta, Michi- 
gan, California, Maryland, Ohio, Missouri, Pennsylvania, 
Delaware, Tennessee and Washington. 

Qrapes, — In contrast with the output of orchard fruits 
which increased but slowly during the census decade 1899 to 
1909, and that of small fruits, which declined somewhat, the 
country's grape crop advanced from 1,301,- to 2,571,000,000 
pounds. California's output of 1,980,000,000 pounds in 1909 
exceeded the grape crop of the entire United States of tea 
years earlier, and in the same year 353,000,000 pounds were 
grown in New York. Though vineyards are not uncommon in 
eastern states such as Pennsylvania, New Jersey, Delaware, 
Maryland, Virginia, and North Carolina; and in Illinoia, In- 
diana, Missouri and Iowa, ninety-three per cent, of the total 
commercial crop is grown in but four regions: (1) Califor- 
nia, (2) western New York, (3) southwestern Michigan, and 
(4) northern Ohio. The use of grapes for the making of 
grape juice and raisins, the irrigation of large areas in 
California and the development of large eastern markets for 
fresh grapes have nearly doubled the crop during the last 
decade. 

Citrus Pruita, — The fruits known as "citrus" to distin- 
guish them from "deciduous" fruits, include principally or- 
anges, lemons and grapefruit.* Their production in the 
United States is confined very largely to California and Flor- 
ida, and during the decade 1899 to 1909 the annual crop 
advanced from 7- to 23,500,000 boxes." 

Kon-citToos Tropical and Sab-tropical Frnita — Though 
the citrus fruits constitute the main group of tropical and 
sub-tropical fruits grown in the United States, various non- 
citrus fruits of that type are grown. Figs and olives are 

' Most of tbe orcbard fruits are deciduouB and are M-caUed b»- 
cause tbe trees producicg them ehed tbeir leaves each eeason. 

' 1909 : Domestic orange crop — total 19,487,481 boxes : Califomi* 
14,456,180, and Florida 4,852,967. Lemon crop—total 2,770,313 
boxes: California 2,756,221, and Florida 12,367. Grape fruit — total 
1,189,250 bons: Califomia 122,515, and Florida 1,061,000. 
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grown mainly in California; pineapples, mangoes and bana- 
nas in Florida ; guaTas and persimmons in Florida and Cali- 
fornia. Small quantities of loquates, pomegranates and dates 
are also included in this group of fruits. 



Impobtation of Frdits 

In addition to the great quantities of domestic fruits 
grown in the United States, foreign fruits and nuts to the 
value of from $27,- to $41,500,000 are annually imported 
from abroad, and smaller quantities from the country's island 
posBesBions, The imported fruits consist mostly of tropical 
and Bub-tropical varieties not grown on a sufficiently large 
scale in the United States. Tlie largest item in the foreign 
trade consists of bananas imported from Central America, 
the West Indies and Colombia. Sixty per cent, or more are 
imported by the United Fruit Company, a large commercial 
concern which cultivates nearly 222,000 acres of fruit lauds 
in the tropics and buys additional fruit from other growers; 
which operates over eighty vessels to carry fruit for its own 
account, general freight for the public, and many paBsengers; 
and which operates ice plants, hotels and hospitals, and in 
many ways is a prime factor in the commerce of the West 
India and Caribbean countries.' The bananas and other 
fruits which it imports are mostly sold on the large auction 
markets of the Atlantic and Gulf ports of the United States 
and thence distributed throughout the country. Other foreign 
fruits include currants imported mainly from Greece, Asiatic 
Turkey and Italy; dates and figs from Asiatic Turkey and 
other countries in A^ia ; grapes from Spain ; lemons from 
Italy; olives from Spain and Greece; oranges from the West 
Indies, Italy, Mexico, Japan and England; pineapples from 
Cuba ; and raisins and other dried grapes from Asiatic Tur- 
key and Spain. 

' Proceeilinga of House Coinniittee on the Merchant Marine and 
Fiaberiea in the Investigation of Shipping Combinations (1912), vol. 
i, pp. 711-731. 
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Fbepabatiok fob Mabebt 

Frnit Orading.^Aa in the case of other farm products 
fruit must be graded iu order to be properly marketed. The 
grading requires careful sorting of the fruit with three chief 
factors in mind: (1) uniformity, (2) relative freedom from 
injury resulting from handling, picking, storm, disease, in- 
sects or otherwise, and (3) agreement with the brand marks 
on the fruit package. Uniformity, the principal grading as 
well as selling consideration, refers mainly to size, color, and 
shape, which together represent appearance. It is a well- 
known market axiom that an apple of good appearance al- 
though of relatively inferior taste and quality is more easily 
sold in the large wholesale markets than one of superior taste 
and quality but inferior appearance. 

Fruit is sometimes regradcd and repacked at the whole- 
sale markets by dealers or eommissiimmcn, but as in the case 
of leaf tobacco it is usually graded locally. It may be gradetl 
either by the local dealers who buy much fruit from the 
growers, or by the growers before they dispose of their crop. 
In the latter case it may be graded by the individual growers 
or by growers' cooperative associations, the tendency in many 
fruit districts being toward direct action by such associations 
or by the individual growers subject to association rules and 
inspection. 

Though the formation of cooperative growers' associations 
leads to a degree of uniformity within given fruit districts, 
throughout the country as a whole there is great lack of uni- 
formity in fruit grading. Many apple shippers for example 
sort their crop into three grades — selects, firsts and culls; 
but others grade them into four groups — selects, firsts, sec- 
onds and culls. Moreover, throughout the country as a whole 
there has been no general understanding as to the exact mean- 
ing of the various grades of fruit. More has in this respect 
been done in the grading of apples than that of other fruits, 
for the Xational Apple Shippers' Association has since 1900 
endeavored to enforce upuu its memlicrs two "standard"* 
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grades (Nos. 1 and 2), and in 1913 Congress enacted a stat- 
ute, effective July 1, 1913, fixing three "standard" grades for 
apples shipped in interstate commerce. AH of the standard 
grades comprise well-grown, hand-picked apples of normal 
shape, of one variety and practically free from defects, the 
total in a barrel being not more than 10 pei cent, below the 
specifications of the law,' and other apples may not be shipped 
under standard grades. The difference between the three 
standard grades lies mainly in the size of the apples. No. 1 
having a minimum diameter of 2^ inches, Ko. 2 not less than 
3^ and No. 3 not less than 2 inches. 

Fruit Packing. — The grading of fruit is inseparably con- 
nected with its packing. One of the abuses of the trade has 
been the occasional false packing of fruit by placing different 
grades in the same package, attaching misleading brands or 
marks, using undersized packages or failing to properly fill 
-the packages. There has also been, and to some extent still 
is, lack of uniformity in the kind and capacity of fruit pack- 
ages used. 

Much improvement has been made in the matter of pack- 
ing by the voluntary action of growers, growers' associations, 
and dealers. Fruit shipped from given districts is now com- 
monly packed in standard packages, there being standard ap- 
ple barrels and boxes, berry boxes and crates, grape baskets, 
Georgia, Michigan and Delaware peach baskets, etc' Stat- 
utes have been enacted in many states, prescribing the mini- 
mum dimension of the packages, and penalizing underfilling 
and misbranding. The federal apple grading law of 1912, 
likewise, prescribes the standard dimensions of an apple bar- 
rel, requires branding according to the actual grade of the 
contents and penalizes misbranding.' 

The packages of fruit which are honestly graded and 
packed and of superior quality are usually marked with the 

'Act of Aug. 3, 1912. 

T. A. Waugli; Fruit Hnrvesting, Storing and Marketing, pp. 
73-91. 

'Standard ilimptiBions: length of atAve 2S} inchea; diameter of 
head 17i iuches; distance between 26 in.; vircu inference of bulge 64 
in. (outside) ; cubical contents 7,056 cubic iiicheB, 
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trademarks or brande of individual growers or shippers or of 
growerfl' aeeociations. Slany eut-li marks are well known in 
the large wholesale markets and constitute valuable trade 
assets. 

Fre-cooling. — Perishable fruit destined to distant markets 
is frequently pre-cooled, i. e., it is cooled before shipment so 
as to reduce the cost of refrigeration and the cost of decay 
en route, cause the fruit to arrive in better condition, and per- 
mit it to ripen to a greater degree before being picked. The 
Interstate Commerce Commission has decided that pre-cooling 
may be done either by the railroad or the shippers and that 
when done by the former the maximum charge for pre-cooling 
must not be unreasonable.' 

Shipping Fbuit to Maeket 

Although some fruit may in the future he shipped in 
refrigeration vessels from the Pacific Coast to eastern markets 
through the Panama Canal, fresh fruit transportation has 
thus far been largely a rail movement, for the perishable 
fruits, especially, require rapid shipment so as to avoid decay 
en route. 

Befrigeration Car Semce.— The rapidity of movement as 
well as the required temperature for shipping perishable fruits 
is provided by the refrigeration car service of the rail carriers. 
Some of the refrigeration cars are owned by the carriers and 
others by private car companies, who receive from J to 1 (■ent 
per mile from the railroads for the use of their cars. The 
icing of the cars is likewise performed in some instances by 
the railroads and in others by the private car companies. In 
either event the railroad company, in addition to the regular 
freight rate, collects an icing charge from the shipper, which 
it retains or turns over to the private car company according 
to whether the one or the other performs the refrigeration 
service. 

As stated above the fruit may be pre-cooled before ship- 

■23 I. C. C. Rep. 267 (Apr. 8, 1912)— t7,S0 fixe.l aa reasonable 
railroad pre -CMiling charge. Appealed to courts. 
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ment, but if shipped long distanceB the cbtb must be re-iced 
en route. In order to expedite the service icing Btations are 
therefore erected at variouB points on the rail linra, agents 
are placed in charge, many cars are concentrated and "parked" 
in the growing districts shortly before the shipping season 
begins so As to be available when required, and the loaded cars 
are rushed to market as rapidly as possible, frequently in spe- 
cial trains. It is a common practice to ship fruit eastward 
or northward from the growing districts without knowledge as 
to its final destinatioD, the cars being held at certain transfer 
and reconsignment points for final shipping orders. It ia 
highly important that markets should not be overstocked, and 
the shippers, distributors, or growers' exchanges therefore 
prefer to keep the cars which are traveling across the country 
under their control until they ascertain existing market condi- 
tioDB. 

Owing to the nature of the service rendered and the great 
distances between many of the growing sections and markets, 
the transportation of fruit is expensive and usually affects 
seriously either the prices received or the growers' profits. 
The railroad freight rates on peaches shipped to Philadelphia 
from Sacramento, California, are $399, and from Atlanta, 
Georgia, $171 per carload of 26,000 and 22,500 pounds re- 
spectively, and the refrigeration charges to Philadelphia from 
the same points are usually about $82 ' and $59 respec- 
tively. 

The direct and important connection between the refrig- 
eration car service and the fresh fruit trade, the relation be- 
tween the railroads and the private refrigeration car compa- 
nies, the uses and past abuses of these companies, and the 
present control of the icing charges by the Interstate Com- 
merce Commission, have been fully discussed elsewhere.' 

IVait Karkets. — There are two quite distinct classes of 
■fruit markets in the United States: the "direct, special, or 
retail market," and "the indirect, general, or wholesale mar- 

'IS7.S0 if iced during loading. 

■See E. R. JohuBon and 0. 0. Huebner: Bailroad Traffic and 
Bates, voL i, chap. xii. 
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ket."' These markets differ in many rcapecte: (1) Special 
markets are local in character and are located everywhere 
throughout the country, especially in cities situated near the 
fruit orchards. Genera) or wholesale fruit markets on the con- 
trary are located chiefly in the great cities and centers of 
population, and receive fruit not only from nearby growers 
but from distant parts of the United States and foreign coua- 
triea. (2) Competition in the EpecJal markets is local while 
in the general markets it is national and world-wide. (3) 
The special and general fruit markets differ also in that the 
former handle fruit in small quantities, while the latter 
handle it in carload and vessel load lots. (4) The profits per 
bushel, <juart or package in the special markets are usually 
large as compared with those in the general markets. (5) 
In the former the growers usually sell either directly to con- 
sumers or to retail stores, wJiile in the latter they usually sell to 
middlemen and seldom direct to consumers, (C) The former 
accept an almost unlimited nimiber of varieties, while the 
latter confine themselves largely to a smaller number of 
standard, well-known varieties. (7) In contrast with the 
special markets which pay as much attention to quality as to 
appearance, the general markets rely more largely upon the 
appearance of the fruit. (8) The growers with a special mar- 
ket can largely disregard shipping quality, while those ship- 
ping to the general markets must so far as possible select va- 
rieties which will bear shipment and rough handling. (9) 
"The wholesale market requires a standard package, while 
almost any neat, clean package may be used in the direct 
market, aud sometimes fruit is delivered in bulk from sacks, 
boxes, barrels or baskets, without any package. In the whole- 
sale market a gift package is practically always required, 
while the man who has private customers frequently has hia 
boxes or baskets returned to him."' (10) In contrast with 
the special or private markets which frequently pay large 
prices for fruit out of season, tJie general markets are usually 
available only for fruits in season. 

'F. A. Waugh, pp. 4-8. ' 

' Ibid., p. «. 
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Although particular growers and small crop-growing dis- 
tricts often ship their entire crop to the same wholesale market 
year after year, fruit is more commonly distributed in strict 
accord with market conditions. Thus California fruit has the 
advantage in nearby western markets, but thousands of car- 
loads are shipped to the large cities of the trans-Mi as issippi 
Valley, to Chicago, St. Louis, Milwaukee and all the large 
cities of the Middle West, and to New York, Boston, Phila- 
delphia, Baltimore, Washington, Pittsburgh, Buffalo and 
other eastern markets. Each large district supplies the near- 
by markets during its fruit season, but usually ships to many 
other markets throughout the country. The growers of the 
Atlantic seaboard, Iiowever, ship relatively little fruit west- 
ward because they arc located near the huge eastern whole- 
sale and retail markets which readily accept enormous quan- 
tities of fruit. 

Fruit Exports. — Some American fruit is exported to for- 
eign markets. Appreciable quantities of dried apples are 
shipped to (lermany and Holland; green and ripe apples to 
Great Britain, Canada and Germany; dried apricots to Great 
Britain, Germany, Franco, Holland and Belgium; oranges to 
Canada; prunes to Germany, Holland, France, Canada and 
Great Britain; raisins to Canada, New Zealand and Great 
Britain; and canned fruits of various kinds to Great Britain 
and Canada, and smaller quantities to numerous other foreign 
countries. The total value of all the fruits and nuts annually 
exjwrted from the United States ranges from $15,- to $24,- 
500,000. 

Fruit Warehonaes. — Cold storage warehouses in which 
fruit may be stored have been erected both at some of the 
points of shipment and at the large wholesale markets. The 
former, many ()f wliich are operated by cooperative growers' 
associations, arc mainly used for parking and pre-cooling fruit 
for shipment, the total amount of fruit stored in them for 
sale in the future, except at a few points, being relatively 
small. The large cold storage warehouses at the central mar- 
kets arc operatetl by private warehousemen and railroads, and 
«re used for the storage of many kinds of commodities. They 
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act as great reserroire which equalize the supply of fruit 
throughout the year, eepeciolly between harvesting seasoiis. 
The warehouBemeQ act as trustees for jobbers, coDnnission- 
men, growers, or any of the marketing agencies mentioned 
below; they frequently finance the operations and sometimes 
invest in the corporations of their clients ; and many of them 
deal in fruit jointly with their clients or entirely on their 
own account.' 

METHooa OF Mabketino Fecit 

Siftribation in Wholesale Karkets. — The sale of fruit in 
the special or retail markets by growers to consumers or retail 
concerns is a direct sale which requires no detailed descrip* 
tion. The great fruit-growing districts, however, are largely 
dependent upon the large wholesale markets where they dis- 
pose of their crop in many different ways. In Speaking o£ 
the sale of fruit by growers it is of course understood that 
they may act either individually or jointly through a coopera- 
tive association or exchange. 

1. Many fruit growers sell their fruit to local dealers 
under any one of various kinds of contracts.* They may sell 
the orchard as a whole, the dealers agreeing to accept the fruit 
on the trees, pay a lump sum for the crop, and perform the 
necessary picking, sorting, grading, packing and hauling. 
They may sell their fruit "on the table" in which case the 
growers do the picking and hauling while the dealers furnish 
the packages, perform the sorting, grading and packing, and 
pay an agreed amount per barrel, box or other unit. The 
growers may sell "f.o.b. loading station," i. e., they may re- 
ceive so much per barrel, box, etc., delivered at the shipping 
station, all intermediate work being done by them. They 
may also sell their crop for delivery at the dealer's packing 
warehouse, at so much per barrel or other measure, the dealer 
preferring to prepare the fruit for final shipment to the whole- 

'See G. H. Powell: Cooperation in Agriculture, pp. 203-204. 
■ See Report of Set^retar]' of Miesouri State Board of HorUeol- 
tiire (1912), pp. 19-20. 
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sale markets. Local dealers in turn sell the fruit directly to 
wholesale jobbers, distributors, or in some cases to retailers, 
and indirectly through commissionmen and auction compa- 
nies. 

3. Fruit growers may sell to so-called "fruit distribu- 
tors," or "marketing corporations." These concerns which 
may be located either in the growing districts or at the whole- 
sale marketfi usually act as brokers. They usually sell direct 
to wholesale johbers for cash [.o.b. or subject to inspection on 
arrival, through auction companies, or in any other manner, 
and receive a brokerage charge of from 5 to 10 per cent, on 
the gross sales. Some of them also buy fruit from the growers 
on their own account, thereby acting as dealers. One of the 
largest distributing concerns is the "California Fruit Distribu- 
tors" which handles about 75 per cent, of the entire decidu- 
ous fruit shipments of California.^ 

3. Much fruit is sold by the growers direct to wholesale 
jobbers. These concerns obtain their supply in many different 
ways, for in addition to the fruit purchased from the growers 
by mail orders or traveling solicitors, they buy through com- 
missionmen and auction companies or from local dealeru and 
distributing concerns and local dealers sometimes act as 
brokers for them. The wholesale jobbers in turn sell 
most of their supply to retail grocery stores, retail fruit 
stores and stands, fruit vendors and hucksters, and gen- 
erally to the retail trade. They also place much fruit in 
storage, gradually disposing of it as the retailers find a 
market. 

4. Much fruit is sold by growers and local buyers through 
central commissionmen. Indeed, the fruit trade was for many 
years closely dependent upon the commission houses, and al- 
though the tendency is to reduce the number of middlemen 
the commission house continues to be an important link in 
the fruit marketing machinery. The practice of many local 
shippers is to consign their fruit to the commissionmen who 

'F. B. McKevitt: Marketing of Fruit hy California Fruit Dis- 
tributora, Proceedings of 38th Fruit Qrowen' Convention of Cali- 
fornia (1910), pp. 53-80. 
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Bell it direct to retail stores, vendors, hotels and other retail 
eetablishments, and if necessary to wholesale jobbers, or 
through auction companies. They receive from 5 to 10 per 
cent, on the gross sales as a commission for their services, and 
after deducting freiglit, refrigeration, drayage and any other 
shipping costs which may have been incurred, remit the bal- 
ance to the local shipper. Some commissionmen taking ad- 
vantage of the distance which separates them from the lo<»I 
shippers, have at times stooped to dishonest praotii'es, and 
although the dishonest concerns doubtless are the exception 
to the general rule, the resulting distrust has done much to 
encourage the rise of jobbing houses, auction houses, growers* 
cooperative exchanges and other more direct means of market- 
ing. 

5. Some fruit is sold by growers and other local shippers 
through fruit brokers, who differ from the commissionmen 
chiefly in that they usually sell to the wholesale trade. They 
usually solicit orders from wholesale jobbers and then se- 
cure the required amount of fruit from growers or local 
buyers, receiving a brokerage fee of from 3 to 5 per cent, 
on the gross sales, or of agreed amounts per barrel, box 
or other package. Some of them also act as jobbers, 
speculating in the fruit which they handle; and they en- 
deavor at times to distribute the surplus stock of the large 
markets among the smaller markets of the surrounding com- 
munity.' 

6. Auction companies have been formed at many large 
markets and at some local shipping points for the public sale 
of fruit and produce to the highest bidder. Like the com- 
mission concerns the auction companies accept consignments 
of fruit from growers, local dealers or others, but they differ 
in that while the former sell privately to a relatively small 
number of buyers, the auction concerns sell to a large num- 
ber at public sales, receiving from | to 5 per cent, on the gross 
sales for their services. The stockholders of the auction com- 
panies in some instances arc the jobbers and other members 
of the trade, and some of them have not provided the open 

'G. H. PoweUjp. 200. " "" 
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and unrestricted markets which the auction system usually 
provides. "The auction company may alao be a dealer in the 
products which it sells for its patrons. It may be engaged, 
either directly or indirectly, in financing its clients, in han- 
dling the products on joint account with its patrons, or in 
the purchase of products to be sold in competition with those 
of its clients."' 

7. Though the bulk of the country's fruit sold in the 
large wholesale markets Is handled through the various agen- 
cies mentioned above, some of it is sold in these markets 
directly by the growers. In well-organized fruit-growing re- 
gions the growers sometimes form cooperative selling ex- 
changes, such as the California (Citrus) Fruit Growers' Ex- 
change, which have salesmen at the large markets who keep 
the growers advised as to the state of the market and sell their 
fruit to wliolesale or retail buyers or through auction com- 
panies, thus dispensing with the commissionmen and brokers 
and sometimes with tlio jobber and auction companies. In 
the great eastern and middle-western fruit markets the efforts 
of these salesmen do not extend beyond the wholesale and re- 
tail buyers. In cities near the growing districts, however, 
some of the cooperative associations, when possible, sell direct 
to consumers. 

Some individual growers also sell their fruit to retailers 
without the medium of commissi on men, jobber or other mid- 
dleman. Those located near a targe market can in many in- 
stances readily sell some of their prop in this way, but it is 
at times done also by growers located at a distance. They may 
sell freely to all bidders or under exclusive contracts, they 
may sell it f.o.b, at point of shipment, for delivery at des- 
tination, or for delivery at retailor's premises; and they may 
arrange to have the retailer handle the fruit on his own ac- 
count or on a commission basis. A grower far away as Mon- 
tana regularly stores some of bis apples in eastern cold storage 
warehouses, from which they are delivered each day by a 
transfer or drayman to retailers who receive from 20 to 30 

' Proceedings of New Jersey State HortieulturnI Society (1912), 
p. 70. 
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per cent, on the retail sales for their services as retail Bales- 
men.' 

On the whole relatively little fruit is as yet sold directly 
by growers to retailers at the large general fruit markets, the 
great bulk passing through the regular trade agencies men- 
tioned above. Though serious abuses have'at times arisen most 
of these agencies are, even by some of the exponents of growers' 
cooperation, regarded as "men of integrity, business energy 
and resourcefulness, and as equal in these respects to any 
other class of men who deal in the products of the soil," * 
It should be noted that the various agencies which have been 
discussed separately, frequently overlap — commissionmen, 
brokers and auction companies, for example, may act as job- 
bers, jobbers may handle some business on consignment, and 
local dealers may act as brokers, 

BetaUing of Fruit. — Fruit differs from the farm products 
previously discussed in that a larger portion of the crop is 
retailed to consumers. (1) A large proportion of the fruit 
crop is retailed by genera! grocery stores operating individu- 
ally or in chains, by special fruit and produce stores or stands, 
by fruit vendors and hucksters and other retail dealers who 
obtain their supply from the wholesale markets or direct from 
fruit growers. 

(3) Consumers purchasing in bulk sometimes purchase 
from certain wholesale dealers or commissionmen who do a 
retail as well as a wholesale business. 

(3) Growers located near the retail markets frequently 
retail their fruit, vegetables and other produce to the con- 
sumers. 

Fruit retailers reach the consumers in numerous ways. 
They may dispose of their fruit at private stores or stands, 
directly from railroad cars, at consumers' premises, or at pub- 
lic or municipal markets. The latter are particularly con- 
venient for growers who desire to retail in large cities.' At 

'Annual Report of Montana Horticultural Societ; (1912), pp, 
47-48. 

•G. H. Powell, p. 205. 
• See pp. 23, 2*. 



THE MARKETING OF FRUIT 26B 

a limited number of municipal marketa a wholesale as well 
as a retail trade in fruit and produce is conducted, but most 
of them are primarily retail markets. 



Fruit Groweks' CoSpekative Associations 

In no other branch of farming industry is there so much 
cooperation among growers as in the fruit and vegetable in- 
dustries. One of the conditions which has encouraged this 
cooperation is that many fruit-growing districts have been 
confronted by unusual difficulties in the shipping and mar- 
keting of their crops. The chief reason, for example, why 
cooperation was established at an early date in the Pacific 
and far-western districts waa the difficulty of profitably sell- 
ing in distant markets. Cooperation among fruit growers is 
also encouraged by the geographical compactness of many 
of the growing districts, by the similarity of the fruit grown 
in a given district, by the successful education of many grow- 
ers in the trade possibilities of cooperation, and in some 
regions by the precedent of cooperative irrigation. 

The cooperative associations have been confronted by 
numerous obstacles as a result of which many have not been 
successful. The individuality and distrust of the growers 
which in many cases is broken down only by the force of 
necessity, management by impracticable and low-salaried man- 
agers, organization in times when thj growers were prosper- 
ous and did not feci the effects of low prices, unfair demands 
by members as to prices and grading, the adoption of unsuc- 
cessful forms of organization and methods of cooperation, the 
production of inferior fruit, the disloyalty of members, and 
the attacks and opposition on the part of private buyers, have 
caused the downfall of numerous cooperative ventures. Many 
others, however, have been successfully organized and are in 
practical operation. 

The cooperative associations are variously organized, some 
of them being organized as joint-stock companies with dis- 
tribution of profits on a stock basis and others as simple 
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non-profit associations operated on a cost basis. The voting 
power of the ehareholders is tikewise arranged in different 
ways— on the basis of the amount of stock held, the acreage 
planted, the probable crop, or the crop of the preceding year. 

Fruit growers cooperate in many different lines of activity. 
As was previously mentioned some of them cooperate in the 
skipping and marketing of fruit, selling their crops either 
through regular trade agencies or through their own sales* 
men. The California (Citrus) Fruit Growers' Exchange, 
which is an instance of successful and extensive cooperative 
marketing, has a threefold organization: (1) Locally it is 
based upon 115 local associations, each comprising from 40 to 
200 growers and about 500 acres of orange and lemon groves. 
Each handles the fruit of its members on a cost basis, either 
for its individual members separately or by pooling it each 
month or season, (3) The local associations are banded to- 
gether in 17 district exchanges, which are also operated on 
a non-profit basis, and act as district clearing houses. They 
order cars for the local packing houses, keep a record of the 
c-ars sliipi)ed by each local association, keep them posted with 
authentic trade information, and return to them the proceeds 
of their sales. (3) The district exchanges, in turn operate 
through the California Fruit Growers' Exchange which ia 
managed by a skillful manager and a board of directors. This 
central exchange provides the district exchanges with the 
necessary marketing facililies on a cost basis, gathers current 
information, issues daily bulletins, advertises, bandies claima 
and litigation, providis an orj^nixcd selling force consisting 
of some 75 principal ndicrs in the leadiug markets of the 
United States, Canada and Europe and SOO salaried salesmen, 
and remits the proceeds of sales to the growers through the 
district exchanges.' 

In the selling of fruit few cooperative associations have 
gone beyond the wholesale trade, but they have accomplished 

'G. II. Powell, pp. 241-246; ProcMilings of 40th Fruit Groweri' 
Convention of California, pp, 40-44; Ibid. — 39tii, pp. 85-89; F. W, 
Powell: Cooperative Marketing of California Fresh Fruits, Quarterly 
Joamat of Economic*, Feb., 1910. 
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much through careful distribution and shipping, proteotion 
of members' interests in the wholesale markets, and in some 
iDBtances through eliminating some o£ the middlemen. They 
sell either for each grower individually, or when the fruit of 
a given district is fairly uniform, in pools arranged on a dailyi 
monthly, semi-monthly or seasonal basis. 

The fruit growers of many districts also cooperate in the 
grading and packing of fruit, these functions being performed 
either by association employees at central packing houses or 
by the growers according to association rules and subject to 
inspection. Some harvest their fruit cooperatively, the fruit 
being picked cither by gangs of trained association pickers or 
by the growers according to rules. Many cooperate in the 
purchase of fruit packages, harvesting, pruning and picking 
equipment and other supplies and fertilizers; in the protection 
of fruit from insects and pests; and in the erection of cold 
storage warehouses and the storage and pre-cooling of fruit. 
There is difference of opinion among the fruit growers as to 
the likelihood of generally going beyond the wholesale markets 
in the cooperative sale of fruit, but many are convinced that 
in the fields of activity mentioned above there are no valid 
reasons why they should not apply the same principles of 
united action which have been so effectively applied in the 
manufacturing, mining and transportation industries. 
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CHAPTER XIII 

THE COMMEBCIAL INSPECTION AND GRADINa OP 
AGEICULTUBAL STAPLES 

Each of the great agricultural staples is usually classified 
into (1) certain classes, types or general groups, and (2) into 
grades, and sometimes, as in case uf leaf tobacco, the classes 
and types are further subdivided or distinguished. Ordi- 
narily the classes or types represent differences in variety, in 
the territory in which the product is grown, or in general 
character, appearance and quality. The grades on the con- 
trary represent specific differences in character, appearance, 
quality, cleanliness, condition or other special considera- 
tions. 

Functions of Inspection and Oradingf. — The division of 
commodities into classes and grades is not confined to the 
agricultural staples, articles such as coal, iron ore, pig iron, 
lumber, etc., being similarly handled. The practice prevails 
in practically all commodities which are produced by a large 
number of producers and are distributed in large quantities 
by a large number of dealers. Since these conditions prevail 
in the farming industries the inspection and grading of the 
agricultural staples is particularly important. 

The functions of commercial inspection and grading are 
various. (1) The practice facilitates the purchase and sale 
of farm produce. Though much spot produce is sold by act- 
ual examination of the commodities, it is a common practice 
to buy and sell on the basis of samples, or a combination of 
samples and grades, and sometimes on the basis of grades ex- 
clusively. Grading is particularly important in the making 
and fulfillment of private contracts calling for the delivery at 
a stated future time of commodities which have not at the 
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time the contract is made been harveBted or have not &b yet 
been acquired by the dealer contracting to make the de- 
livery. 

(3) It greatly facilitates the quotation and publication of 
spot as well as future prices. 

(3) It facilitates the storing and handling of commoditiea. 
East of the Rocky Mountains ; for example, grain is commonly 
stored and handled in bulk, all grain of a particular grade 
being stored and handled in the same bins. Without inspec- 
tion and grading the operation of the modern grain elevator 
system would be greatly hampered. 

(4) It makes possible the general warrant or negotiable 
warehouse rece'pt system. Without systematic grading all 
grain elevator receipts would have to represent specific lots 
of grain stored in special bins, or otherwise all of the same 
variety would have to be indiscriminately mixed to the great 
detriment alike of growers, dealers and millers. 

(5) It facilitates the making of loans on farm produce, 
for it enables bankers to accept rc(«ipt9 issued by recognized 
warehouses or elevators with the assurance that they repre- 
sent the particular kind of commodity stated in the accom- 
panying inspection certificate. 

(6) It tends in a measure to protect buyers and sellers 
from unscrupulous and dishonest practices. Inspection and 
grading services, particularly in the local or country mar- 
kets, are not fully carried out, but so far as they are applied 
they serve to guarantee that commodity prices shall vary 
in accordance with the quality or condition of the articlea 
sold. 

(?) On the grain and cotton exchanges where speculative 
"futures" are bought and sold, in.«pection and grading are 
particularly essential, such contracts being invariably based 
upon one or more standard or liai^is grades, and in case of 
delivery, requiring the delivery of the basis grade or certain 
other specified grade.s at fixed or variable price differences, 

(8) In general, also the inspection and grading services — 
together with the central raarketn, exchanges, («ntral ware- 
house .systems and. In rase of grain and cotton, the future con- 
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tract Byetem — facilitate the establiehmeiit of a national or 
world market for the agricultural staples. 

The InBpection and Oradin^ Oi^anization.— The agricul- 
tural commodities are variously inspected and graded by dif- 
ferent Bervices or individuals: 

(1) In some cases, particularly in case of the grain 
handled at some of the large primary grain markets, the 
commercial inspection and grading service is conducted by 
the states through inspection bureaus, classification boards, 
railroad and warehouse commissions or public utilities com- 
missions. (2) In other cases it is performed by organized ex- 
changes through bureaus, boards or committees, or under their 
auspices. (3) Dealers, jobbers, commissionmen or other trad- 
ing and distributing agencies sometimes grade the commodi- 
ties which they handle; and (4) in some instances, particu- 
larly in the fruit produce and leaf toliaceo trades, the grow- 
ers, individually or through coiiperative associations, grade 
their crops before disposing of them. (5) The federal govern- 
ment does not perform actual grading services, but is instru- 
mental in the grading of various farm products. The United 
States Department of Agriculture has established a set of 
official cotton types and grades, and it has been authorized to 
establish official cotton standards and to settle cotton gradiug 
disputes submitted to it by either party to a future cotton 
contract. It has also endeavored to harmonize the grading 
and classification rules and practices in the grain trade 
throughout the various states. Congress has, moreover, es- 
tablished standard grades applicable to the interstate trade in 
apples. 

The inspection and grading organization and the methods 
pursued in the grain, cotton, livestock, wool and leaf tobacco 
trades will be described more fully in the remainder of this 
chapter.' It is understood of course that the term inspection 
as here used refers to commercial inejwction and not to public 
health inspection de4i>tod to the detection of disease or the 
violation of the meat and livestock inspection or pure food 
statu tes. 

' For fruit grading tee chap, xii, p. 214. 
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Inspection and Oeadino of Gbaik 

At many country grain markets throughout the farming 
regions where grain is the dominant agricultural staple the 
grain sold to local huyers is graded locally by each purchaser 
individually or by inspectors representing all the buyers of a 
given market. At other local markets, particularly in regiooB 
where relatively little grain is produced, no definite grades 
are established, the buyers merely bidding on each lot of 
grain offered by the farmers. When, however, the grain bought 
at the country elevators and warehouses ie shipped to the 
primary markets it is carefully graded in accordance with 
well-organized Byatems of public inspection. It may fre- 
quently happen that a carload graded locally as say No. 3 red 
winter wheat is sold at the primary markets as No. S or some 
other higher or lower grade. It is at the primary and sea- 
board markets that the grain is systematically graded for 
there most of it is stored and handled in bulk, there the 
general warrant (warehouse receipt) system prevails and 
grain becomes the basis for loans, there the grain is repeat- 
edly sold and resold by grade, sample, or grade and sample 
combined, there grain "futures" to which grading is abso- 
lutely essential are regularly dealt in, and there also the prices 
of spot grain and futures are determined. The farmers are 
directly concerned with the grading of grain at the primary 
markets whenever individually or as a cooperative asaociatioa 
they ship their grain for sale in those markets, hut they bene- 
fit indirectly oven when they sell locally, because the grain 
trade as at present conducted is in many respects based upon 
the prevailing system of inspection. 

Grain inspection at the central markets is conducted pub- 
licly, either through the grain exchanges or by a state inspec- 
tion service. Most of the principal grain-growing statea have 
created public grain inspection departments, bureaus or 
boards. 

minoia Qrain Intpectiou Service. — ^The organization and 
methods of the state grain inspection service oi Illinois may 
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be accepted as a standard illustration of state grsio inspection 
both because it was the first to be established in the United 
States * and because it operates in Chicago, the largest grain 
market in the world. Prior to 1904 the so-called "track sys- 
tem" of inspection prevailed in Chicago as it also did in other 
central grain markets. Under this system the grain was in- 
spected in the cars by individual inspectors who worked in 
the open freight yards. In that year, however, the much 
improved system of "room" or "office inspection" was adopted 
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at Chicago, and since then it has also been established in 
Minneapolie, Duluth, Buffalo and in part at other market*.' 
Office inspection is superior to track inspection in that it 
avoids the bad influence of adverse weather conditions upon 
the judgment of the inspectors and the condition of the 
grain, substitutes the combined judgment of several inspec- 
tors for the individual judgment of one, and has the ad- 
vantage of laboratory aid in the determination of the per- 
centage of moisture. The grading of grain is at best largely 

'Established in ISTl. 

■J. C, Merrill: "ClaBsiflcation of GrRin into Grades," The An- 
nals of the Amtriean Academy of Political and Social Science, B«pt, 
1911, p. 62. 
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a matter of human judgment rather thau one of scientific 
exactoesB, and this judgment is less subject to error under 
the favorable eonditiona of a well-heated or cooled and lighted 
inspection room than in the open freight yard which is sub- 
ject to varying conditions of excessive cold or heat and of 
rain or snow. 

Under the office inspection plan as now conducted at Chi- 
cago, a corps of state samplers take samples from all the care 




arriving at the freight yarda. These samples consisting of 
two quart bags filled with grain drawn from different parts 
of each car ' are projiorly marked and together with the rail- 
road notice of arrival are turned over to the inspectors at the 
inspection office, where they are emptied into receivers and 
immediately graded. If the inspector in charge of a given lot 
has any doubt as to the proper grade "he calls upon the chief 
grain inspector or supervising inspector wlio is always present 
and their combined judgment deterniinos the grade. Fre- 
■W. S, Cowcn: "Grain Insiiection in IllinoiB," The Annalt of 
the American Academy of Political and Social Science, Sept., 1911, 
pp. 81-90. 
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qnently all the inspectors are called around the table holding 
some particularly difficult eample and each inspector is re- 
quired to make a grade for it and give his reasons therefor." * 
As soon as a sample is graded the grade is noted on a 
card such as is reproduced in Form No. 26, the sample and 
card are placed in the original bag, and are passed along to 
the official record writer, who enters the name of the delivering 
railroad, the car number, the grade, dockage and test weight 
of the grain, the reasons for the grade given, the names of the 
Gtmsignees and inspector who did the grading, and the num- 
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ber of the hook on which the sample is to be hung on the 
official card record sheet, a copy of which is sliown in Form 
No. 27. The samples are tlicn taken to tlie "splitting" depart- 
ment where a group of men divide them into two equal parts, 
and they are again examined by two inspectors t^o as to min- 
imize the likelihood of error. One-half of each sample is 
placed in a paper bng togctiier with the railroad notice and 
sent to the Board of Trade to be placed in charge of the firm 
handling the shipment, and the other is returned to the 
original bag and hung upon its proper hook in the sample 
room to be preserved for twenty-four hours and then emptied. 

■ Ihid., p. 83, 
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The official grade is stated in a state inspection certificate, a 
copy of which is reproduced in Form No. 28. 

Should there be dissatisfaction with the original inspec- 
tion, application for reinepecttoQ may be made on Form 
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No. 89. Even thereafter an appeal may be made to the "Ap- 
peals Committee" whiuh oousists of three men not connected 
with the inspection department and not engaged in the pur- 
chase or sale of grain. The judgment of this committee, after 
obtaining and examining fresh samples, is final and is binding 
upon the parties making the appeal. 
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All grain stored in the central elevators ia inspected and 
graded at least twice— once as has just been described, when 
it is loaded "in," and again when it is loaded "out" As 
was previously mentioned it is owing to the difference be- 
tween the "in" and "out inspection" that profits may be 
realized from the mixing of grain in private elevators or spe- 
cial bins.' So-called bouse inspectors are stationed at the 
elevators of Chicago by the state inspection department to 
grade the grain shipped out, but in order to make the in and 
out inspections equally severe, the department also requires 
that samples from each car or vessel load be sent to the main 
office for reinapcction by a board of review under the direct 
supervision of the chief grain inspector, any errors in the 
work of the house inspector being subsequently changed. 

The Illinois State Graiu Inspection Department operates 
under civil service rules. Its immediate head is the Chief In- 
spector of Grain, and it is administered in accordance with 
rules prescribed by and is under the supervision of the Illinois 
State Public Utilities Commission. As was formerly stated 
the work of state inspection is conducted hsnd in hand with 
state weighing, warehouse receipt registration and elevator 
supervision.' 

Factors Determining Grades of QraiiL — ^F our principal 
considerations determine the classification of any given lot of 
grain. (1) Grain is classed by general varieties. Thus win- 
ter wheat is claesed separately from spring wheat and these 
classes in turn may be subdivided into white, red, bard, nortii- 
em, durum, velvet chaflE, western or other varieties. 

(3) Differences in quality and appearance are important 
grading conEiderations. The evidences of quality and ap- 
pearance sought for are numerous. To be assigned a par- 
ticular grade a given lot must meet all the requirements and 
restrictions as to weight, soundness, "plumpness" or shape 
of herry, dryness or dampness, "sweetness," coolness or heat, 
and "brightness" or color. The inspectors may also determine 
whether the grain is badly bleached, musty, "smutty," 

' Chap, iv, p. 82. 

*Ibid., pp. 66, 67, 
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"flhninken," "cracked" finely or broken, scoured, clipped, 
chemically treated, or unfit for warehousing. In connection 
with eome of the grades of wheat, good "milling quality" is 
also a grading requirement. Millers do not, however, regard 
the ofBcial grades as evidence of quality, for while weight, 
plumpness, etc., are important conditions of quality, yet the 
public inspectors do not make a scientific test of ^uten con- 
tent or other direct evidences of milling quality. Mills are 
largely obliged to make their own tests, and in several cities 
laboratories devoted to a scientific analysis of wheat Bomples 
have been established.^ 

(3) "Cleanliness" is a grading consideration, i. e., the 
relative absence or presence of straw, chaff and other foreign 
substances or foreign seeds. 

(4) The degree of mixture of varieties affects grading. 
No. 2 red winter wheat for example not permitting of more 
than 6 per cent, of white winter wheat, and N"o8. 3 and 4 of 
not more than 8 per cent. 

The Grades of Grain.— Tlie Grain Dealers' National As- 
sociation, the Chief Grain Inspectors' Association and the 
United States Department of Agriculture have done much to 
harmonize tlie classification and grading rules, and practices 
of the different states and central markets, but complete uni- 
formity has not as yet been accomplished. A carload of grain 
shipped from one interior market to another or from an in- 
terior to a seaboard market may be variously claseified and 
graded at different points. 

The ofiicial state classification and grading rules applied 
in Chicago will serve to illustrate the general practice. The 
following rules indicate the difference between the various 
grades of white winter wheat;' 

No. 1 white winter wheat shall include all varieties of pure 
soft white winter wheat, sound, plump, dry, sweet and clean, 
and weigh not loss than 5S pounds to the measured bushel. 

'U. S. Bureau of Labor Stittistica: Wheat and Flour Priees 
from Tarmer to Conaumer (I9H), p. 31. 

' Establisbed by Stat« Public Utilities CommisBioD of TUifiniii, 
Julj 1, 1914. 
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No. 3 while winter wheat shall include all varieties of soft 
white winter wheat, dry, sound and clean, and shall not cod- 
tain more tlian 8 per cent, of soft red winter wheat, and 
weigh not less than 57 pounds to tlie measured bushel. 

No. 3 white winter wheal shall include all varieties of soft 
white winter wheat. It may contain 5 per cent, of damaged 
grains other than skin-burst wheat, and may contain 10 per 
cent, of soft red winter wheat, and weigh not leas than fi3 
pounds to the measured bushel. 

No. 4 white winter wheat shall include all varieties of soft 
white winter wheat not fit for a higher grade in consequence 
of being poor quality, damp, musty, or dirty, and shall not 
contain more than 10 per cent, of soft red winter wheat, and 
weigh not less than 50 pounds to the measured bushel. 

The complete list of Chicago wheat classes and grades are 
as follows: 

Classes Grades 

White winter wheat Nos. 1, 2, 3, 4 

Red winter wheat Nos. 1, 2, 3, 4 

Hard winter wlieat Nos. 1, 2, 3, 4 

Hard spring wheat No. 1 

Northern spring wheat Nos, 1, 2, 3, 4 

Spring wheat Nos. 1, 2, 3, 4 

Durum wheat Nos. 1, 2, 3, 4 

Velvet chaff wheat Nos. 1, 2, 3, 4 

Western red wheat Nos. 1, 2, 3, 4 

Western white wheat Noh. 1, 2, 3, 4 

Western hard winter wheat Nos. 1, 2, 3, 4 

Miied wheat Nos. 1, 2, 3, 4 

In comparison the wlieat grades of New York, to which 
city much wheat is aliippcd from Chicago, are as follows: 

Classes Grades 

White winter wheat Nos, 1, 2, 3, 4, no grade 

Bed winter wheat Nos. 1, 2, 3, 4, no grade 

Mised winttT wheat Nos. 1 , 2, 3, 4, no grade 
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Classes Qradea 

Hard winter wheat Nos. 1, %, 3, 4, no grade 

White western wheat Nos, 1, 2, do grade 

Hard spring wheat No. 1 

Northern spring wheat Noa, 1, 2 

Spring wheat Nos. 3, 4, no grade 

Macaroni wheat Nos. 1, 2, 3 

The lack of uniformity resulting from difFerencea in the 
number of elasees and grades and in grading rules or stand- 
ards, and from those due to the variable element of human 
judgment which is always present in the grading of grain, 
has at times caused confusion. The usual differences between 
markets, however, are understood by the grain trade, the dif- 
ferences have gradually become narrower, and the methods 
and machinery of inspection have in recent years been im- 
proved in many of the principal grain centers. 



Cotton Oeadino and Inspection 

The same reasons which underlie the careful classification 
and grading of grain also underlie the classification and grad- 
ing of cotton, for both commodities are the basis of a vast 
trade in future contracts as well as of spot or cash transac- 
tions. The difficulties encountered in the inspection of cot- 
ton are even greater than in the case of grain, for the cotton 
crop comprises a wider range of quality. Cotton grades are 
vitally affected by diffcreiicea a.s to the time of ripening and 
harvesting, methods of picking, soil conditions, and as to 
storms, frosts and other conditions of weather. These dif- 
ferences, if general, give every cotton crop a more or less 
distinctive character, and, if limited to particular sections of 
the cotton belt, cause wide ditferences in the range of quality; 
indeed cotton of many qualities is sometimes unavoidably com- 
pressed into a single bale. The wide range in the varieties of 
cotton grown throughout the Soutli, moreover, adds to the 
general confusion. 
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Cottoii'^nidii^ Rwton. — The various "grades" recog- 
nized on the cotton exchanges and generally in the trade, de- 
pend largely upon three considerations: (1) color, (2) 
relative freedom from leaf and other foreign substances, and 
(3) character. 

In the matter of color three main divisions are recog- 
nized — white, tinged and stained. Cotton is "white" when it 
opens in the fields and is picked before being affected by frosts 
or winter storms; it is "tinged" when the bolls before they 
open are lightly frosted or when the cotton has been exposed 
to rain so as to give to the cotton a yellowish or golden orange 
color; and it is "stained" when heavy frosts or severe rain- 
storms turn its natural white color into a deep orange or 
tawny color. White cotton may have different degrees of 
white ranging from "bright" to "bluish"; and tinges and 
stains may have different degrees of color. The classification 
returns of the New Orleans Cotton Exchange, for example, 
in addition to standard white and staple cotton, recognize off- 
colored, spotted, tight-tinged, medium-tinged, tinged, light- 
stained, medium -stained, stained, flash-dust and gritty^ cot- 
ton. The many differences in color due chiefly to weather and 
soil conditions, eoiuititute one of the diFficnlties of grading; 
the passing of a cloud or the presence of snow on the ground 
may unconsciously influence an inspector to the extent of as 
much as a quarter of a grade.' 

Leaf and other foreign substances or impurities such as 
dry leaves, specks of dust, dirt, sand, bits of husk, strings, 
motes, gin-cut fiber, cut-seed and unripe fiber, vary from year 
to year, from one growing district to another, and from one 
bale to another and are direct grading factors.' The "char- 

' Rules of the New Orleans Cotton Exchange, Nov. 6, 1914, p. 38. 

* U. S. Bureau of CorporationB : Cotton Eichanges (1908), Part 
1, p. 65. 

'"Motes" are immature seeilB or eods of seeds tbat are pulled 
off in ginning. "Neps" and "cut-fibers" are lota, bunches or kinds 
resulting from feeding the gin too rapidlj', from the gin being in bad 
order, from tlie presence of unripe fiber, or from dampnesa. 
"Strings" result from ginning unripe or wet seed-cotton or from the 
wrong adjustment of the gin-saw brushes. "Cut-seeds" result from 
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act«T" of the cotton is a more indeGnite consideration, refer- 
ring to the general condition or quality of the cotton. All the 
grading factors are eeBentially dependent upon human judg- 
ment, and it is entirely probable that no two experts would 
grade a large lot iu exactly the same way or that the same 
expert would grade it in exactly the same way at different 
times. 

The commercial "grades"' of cotton do not regularly take 
into consideration the length, strength, pliability, cling and 
evenness of the cotton fiber, although these considerations are 
of great importance to the spinner, and it is partly because of 
their disregard that many spinners do not buy solely on the 
basis of grade. They commonly buy either by sample, or com- 
bination of grade and sample. When they purchase by grade, 
one of the practices of the cotton trade is to state the staple as 
well as the grade, as for example, "fully good middling, 1| 
inch staple, Liverpool class," or "strict low middling 1^^ 
staple. New York class." Another practice is to state the 
length of staple in comparison with the length of staple of a 
type which has been agreed upon as a standard by both buyer 
and seller. In the spot markets, cotton, the fiber length of 
which is IJ inches or above, is usually known as "staple cot- 
ton" and is more commonly sold by sample than in any other 
manner. In case of contract deliveries, the New York and 
New Orleans Exchanges make no allowance unless at least 80 
per eent. of a lot of cotton has a staple of at least 1 or 1^ 
inches respectively; and limit it to 4 cent per pound. These 
allowances, moreover, are in the price paid for the cotton and 
not iu its grade. 

The various general classes of cotton recognized by the 
trade, such as Atlantic Upland, Gulf, Texas, peelers, cane- 
brake, rivers and benders, convey to the cotton buyer much 
information as to the length and strength of the cotton staple. 
These classes which indicate general diflferences in variety, 
length of staple and region of growtli are defined in chapter V. 

"fant ginning with a, hard roll aod by brukcn or bent gin-BBw teeth 
that strike the grate bars." See V. S. Bureau of Plant Industrj: 
Faraert' Bulletin No. 591, Julj 10, 1914, pp. 3-5. 
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It is probable that in the future apinnere will be enabled 
to purchase a larger share of their cotton on tbe basis of 
known standard types, for the Secretary of Agriculture baa 
been authorized by the Cotton Futures Act "to establish and 
promulgate standards of cotton by which its quality or value 
may be judged or determined, includiog its grade, length of 
staple, strength of staple, color, and such other qualities, 
properties, and conditions as may be standardized in practical 
form which shall be known as the 'OfScial cotton standards of 
the United States.'" 

Cotton Oradea. — The grades in most common use in Amer- 
ican spot cotton markets are thirteen in number, as follows: 



Above Middling 

1. Fair 

2. Strict middling fair 

3. Middling fair 

4. Strict good middling 

5. Good middling 

6. Strict middling 



Below Middling 

t. Middling 

8. Strict low middling 

9. Low middling 

10. Strict good ordinary 

11. Good ordinary 
13, Strict ordinary 
13. Ordinary 



"Middling" cotton is invariably the basis grade, and the 
grade names contaioing the word "strict" are known as "half" 
grades in contrast with the remaining or "full" grades. Fre- 
quently many additional grade names are used, because the 
thirteen grades mentioned above unless further qualified have 
reference only to white cottons. In grading colored cotton the 
general practice in the larger spot markets is to add to the 
usual grade names the words "off color" or "fair color," 
"spotted," "tinged," or "stained," the result being that there 
may be various classes of the same grade of cotton.' 

As in the case of grain, there has been and still is lack of 
uniformity among the various cotton markets as to the num- 
ber of grades recognized and the severity of the rules govern- 
ing them. As long ago as 1874 tbe cotton exchanges of the 

'U. S. Bureau of Plant Ia<iu8tr/; Farmera' BulletJD No, $91, 
July 10, 1914, p. 2. 
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United Stat«8 endeavored to bring about uniformity by adopt- 
ing a system then known as the American classification, bnt 
which later became known as the New York classification be- 
cause the exchange of that city adhered to it for forty years. 
Until January 1, 1908, this classification as enforced in New 
York comprised 30 grades, 11 full grades, 10 half grades, and 
9 quarter grades. The basis of this, as of all other cotton 
classifications, was "middling" cotton, above which there were 
nine superior grades and below which there were 20 grades of 
inferior quality.* All of these grades were for many years 
deliverable on New York contracts, but grading practices had 
meanwhile changed throughout the South and there waa com- 
plaint that too many low grades were deliverable in the New 
York market. The New York Cotton Exchange, therefore, on 
January 1, 1908, reduced the number of deliverable grades to 
19, on April 1, 1908, to 18, and on December 1, 1914, to 14. 
In 1915 this entire system of classification was abandoned in 
favor of a system based upon the standard grades established 
by the United States Department of Agriculture, 

In an effort to bring about greater fairness and uniformity 



'The New York classification pri 


or to Jan. 1, 1908, contained the 


following grades, the terms 


' ' barely ■ 


" and "fully" indicating qnor- 


ter grades, the term "strict 


" half grades, and the otiiers being foil 


grades: 






tPair 




• Fully good ordinary 


tStrict middling fair 




tGood ordinaiy 


Middling fair 




Strict good middling tinged 


• Barely middling fwr 




Good middling tinged 


Btrict good middling 










Middling tinged 


Good middling 




Strict low middling tinged 


* Barelj good middling 




t Low middling tinged 


Strict middling 




•Btrict good ordinary tinged 


Middling 




• Fully middling stained 


Strict low middling 




Middling stained 


•Fully low middling 




• Barely middling stained 


Low middling 




t Strict low middling stained 


" Barely low middling 




* Fully low middling stained 


Btrict good ordinary 




* Low middling stained 


" Eliminated on Jan. 1, 


1908. 




t EUmlnaled on Dec. I, 


1014. 





fEUmmateH on Apr. 1, 1908. 
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in the grading of cotton, Congreea in 1909 directed the De- 
partment of Agriculture to establish a set of ao-called stand- 
ard grades, and the department decided upon nine grades of 
white cotton as shown in Table XII. The differences in 
value of the various grades as compared with "middling" cot- 
ton, vhich are shown in this table, are only approximate and 
fluctuate from time to time. 

TABLE Xn 
Standard Grades and Approximate Differences m Value 
Qradea Approximate Difference in Valve per 

Middling fair 1 cent above middling 

Strict good middling. , , . 3 cent above middling 

Good middling -^ cent above middling 

Strict middling i cent above middling 

if iddling Basis 

Strict low middling 1 cent below middling 

Low middling itol cent below middling 

Strict good ordinary.... J to 1 cent below middling 

Good ordinary li^ to l-j^y cents below middling 

Sets of these grades are put up in boxes, each grade box 
containing twelve types of a given grade, and are sold at cost 
to all persons, exchanges or organizations interested in cotton 
grading. Although their adoption in stop markets is not 
compulsory, up to May 1, 1914, they had been officially 
adopted as the basis of cotton grading by the exchanges of 
New Orleans, Memphis, St. Louis, Charleston, Natchez, Little 
Eock, Galveston, Macon, Mobile, Oklahoma and New York, 
and by the New England Cotton Buyers' Association, the 
Arkwright Club, the Southern Cotton Buyers, and the Fall 
River Cotton Buyers, and had been widely distributed to pri- 
vate cotton concerns.* 

Those standard grades, moreover, were legally applied to 
future contract transactions by the Cotton Futures Act which 

>U. 8. Bureau of Plant Industry: Farmers' Bulletin No. 501, 
p. 12. 
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became effective oa February 18, 1915, and by tbe accompany- 
ing rules of the Secretary of Agriculture. 

The adoption of the standard grades by an exchange does 
not limit its grades to nine. The standard grades merely 
serve as the basis of classification and as a limit upon the 
range of deliverable cotton. The New Orleans Cotton Ex- 
change, for example, which had adopted them as its basis 
even befoi% the passage of the Cotton Futures Act, recognizes 
seventeen classes of white cotton as follows : 



Middling fair 

Strict good middling to 
middling fair 

Strict good middling 

Good middling to strict 
good middling 

Good middling 

Strict to good middling 

Strict middling 

Middling to strict mid- 
dling 

Middling 



Strict low middling to 

middling 
Strict low middling 
Ijow middling to strict low 

middling 
Low middling 
Strict good ordinary to 

low middling 
Strict good ordinary 
Good ordinary to strict 

good ordinary 
Good ordinary 



As stated above (page 271) the New Orleans Exchange 
also retjuires the classifying for oflE-colored, spotted and dis- 
colored cottons in accordance with these classes. The grades 
deliverable on a future contract, however, are limited to the 
grades stated in the contract (page 141) and fall within the 
range defined by the standard grades of the Department of 
Agriculture. 

In 1914, the New York Cotton Exchange also adopted the 
standard grades of the Department of Agriculture as the basis 
of classification for all contracts maturing April 1, 1915, and 
thereafter. The Cotton Futures Act, however, resulted in 
their general adoption on February 18, 1EI15, the exchange 
recognizing the nineteen grades indicated in Form No, 35 
(page 284), The grades deliverable on future contracts as in 
case of the New Orleans Exchange are limited so as to comply 
with the provisions of the Cotton Futures Act. 
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In June, 1913, an international convention of cotton ex- 
changee was held at Liverpool, and an endeavor was made to 
bring about an international standard of cotton classification. 
The convention decided in favor of the Liverpool standards * 
with certain changes in the lower grades. This system of 
grading has, however, not been adopted by American ex- 
changes, although it is urged by the New York Cotton Ex- 
change in preference to the standard grades eetabliahed by the 
Department of Agriculture.* 

The "official cotton standards of the United States" which 
the Secretary of Agriculture may esteblieh in accordance with 
section 9 of the Cotton Futures Act may in the future cause 
wide changes in cotton grading, for he is instructed to con- 
sider not only the usual factors which have influenced cotton 
grading but also the length and strength of staple, and any 
other properties which may be standardized. When estab- 
lished, these official standards may, moreover, tend to bring 
about a greater degree of uniformity tlian has thus far pre- 
vailed in the cotton trade, because many spot markets will 
doubtless adopt them voluntarily and exchanges upon which 
futures are sold are legally required to adopt them. The rules 
of the New Orleans Cotton Exchange, for example, provide 
as follows: 

RULE 39. The present Type Standards, which are those 

adopted by the United Stntes Department of Agriculture, shall 
govern all tranaHctioiia for delivery 'made under these rules 
and those previously existing. When, however, the "Official 
Cotton Standards of the United States," to be established by 
the Secretary of Agriculture, under the United States Cotton 
Futures Act, are promulgated, they shall become the official 
standards of the New Orleans Cotton Exchange and shall be 
the basis of settlement of all "New Style" contracts then exist- 
ing, whether or not the value of such contracts is thereby 
affected. 

'Liverpool Standard Grades are: Middling fair, fully good mid- 
dling, good middling, fully middling, middling, fully low miildliug 
(1 tinged type), low middling (grayer), fully good ordinary (off- 
color), good ordinary (olT-color), and ordinary. 

'See Textile Manufactvrera' Journal, May B, 1914, pp. 77-79; 
Ibid., May 2, 1914, pp. 70-83, 
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Prior to 1009-1910 the gTBding organization of the New 
York and New Orleans ejichangee differed widely, the latter 
having had a board of arbitrators to pasa upon eotton wheD 
tendered for contract deliveries and assuming no official re- 
sponsibility for the grades of the cotton. Since then, how- 
ever, the New Orleans Cotton Exchange has adopted the New 
Tork plan, both exchanges having an official inspection bureau 
and an inspection fund, and both provide for the regular issue 
of inspection certificates. Their inspection organizations dif- 
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fcr in details but the New York plan may I 
typical of both exchanges. 

The owner of a lot of cotton received at New York, if 
desiriog to "certificate" his cotton, notifies the inspection 
bureau to that oiTect and states the name of a licensed weigher. 
The inspector-in-chief thereupon details an assistant inspector 
and sampler to undertake the preliminary classification. Sam- 
ples are drawn from both sides of each bale by the sampler, 
the bales are weighed both by the weighmaster and the as- 
sistant inspector, they are grouped into lota of roughly uni- 
form grade, each bale is given a lot number, and thoH 
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which Beem to be below any recognized grade are rejected. 
The rejection of bales hy the assistant inspector is, however, 
not final, the rejected samples being passed upon by the classi- 
fication committee. 

The following reports are then made to the inspection 
bureau: (1) aBsietant inspector's report of cotton received 



Inspection Bureau, New York Cotton Exchange. | 
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(Form 30), (2) report of cotton rejected {Form 31), and 
(3) a weighmaster's return of weights (Form 32). 

The samples drawn from the bales are divided into two 
parts, and taken to the sample rooms where they are placed 
in papers and are opened and exposed to the air for twenty- 
four hours.' They are then compared by a member of the 
classification committee, and one set is retained at the sample 
room to remain there until the cotton is shipped or reclassed 
while the other or original sample is taken to the classification 

'Bule aa to length of exposure not alwafs observei]. 
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room. Both seta of sampIeB arc ideDtified with a poBter, the 
form of poster attached to the original set being reproduced in 
Form 33. Two members of the classification committee then 
pass on each lot of samples, a third being called in ease of dis- 
agreement. In addition to th^ir expert knowledge these grad- 
ers have before them a standard set of working cotton types 
with which they may compare the samples. Upon arriving at 
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a decision they enter their findings in a memorandum (Form 
34), one copy of which is retained by the classification com- 
mittee and the other given to the owner of the cotton.^ The 
owoer if dissatisfied may appeal from the original grading 
within ten days, in which case the duplicate set of samples 
which was retained at the sample room is submitted to the 
entire classification committee or to at least four members for 
final decision, their findings being entered in a memorandum 
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alip Bimilar in fonn to the memorandum reproduced in 
Form 34. When the grades are finally established the inapec- 
tor-in-chief issues an official certificate (Form 35) which is 
guaranteed by the exchange and is used in the making of 
deliveries. This certificate covers the grade for one year, 
unless the cotton is meanwhile withdrawn from the ware- 
house for shipment or unless the person to whom the cotton 
is delivered requests a reclassification. Any reduction of 



NEln£ YORK COTTON EXCHHNCE 
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grade in case of such reclasEification entitles the receiver to 
draw upon the inspection fund of the exchange to the extent 
of such reduction, the fund being derived from the fees col- 
lected by the inspection bureau. 

Although, owing to the extensive sale of speculative futnie 
contracts, an unusual amount of attention has for many yean 
been given to the grading of grain and cotton, other farm 
staples are also classified and graded at some stage or other 
of their distribution from producer to consumer. The pur- 
chase and sale of livestock, wool, tobacco and fruit in the 
great spot markets for those commodities, the quotation of 
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Bpot prices and the granting of loans are greatly facilitated by 
grading. 

CoUUEBCIAIi CltASSIFYINQ AND ObADINQ OF LIVESTOCK 

Livestock sold by growers to local dealers is seldom graded 
at the local markets, each animal or group being purchased 
by actual inspection on the part of the buyer. Those sold in 
the stockyards of the large central markets are likewise sold 
by actual inspection at the pens, but as formerly stated they 
are usually divided into "hunches" so as to attain approxi- 
mate uniformity in "character and quality." This classifica- 
tion into "bunches" by commissionmen for the purpose of 
sale is a form of grading, hut it is not conducted in accordance 
with fixed rules. The animals of any particular shipment are 
bunched in accordance with the views of the commissionman 
and the buyers as to number, sex, age, and often as to their 
quality for dressed meat, export, canning, curing, stocking, 
feeding or other purposes. 

Classes and grades are also needed at the central markets 
for the quoting of livestock prices. The animals are not sys- 
tematically classed and graded for this purpose, hut from tlie 
sales which are made at the stockyards each market is able to 
publish prices in terms of classes and grades which are gen- 
erally understood by the trade. There is, however, no uni- 
formity either in the factors considered or in the terms used 
to designate the grades. 

In quoting the prices of cattle, for example, a distinction 
is made between "native," "western," and "Texan" cattle, 
which constitute classes indicating in general their breed and 
the place where they are raised. Native cattle are bred and 
raised on the farms of the Central West, western cattle on the 
ranges and ranches of the Far West and Northwest, and 
Texan cattle on the ranges and ranches of the Southwest. 
Western and Texan cattle are further distinguished as to the 
method of preparation for market, terms such as grassers, 
corn-fed or hay-fed Texan or western, Montana-Texans or 
Wyoming- Texans (Texan-cattle which have grazed on weatern 
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ranges), Dakota natives (Dakota range cattle originating in 
Texas), etc., are frequently used in price quotations bnt with- 
out uniform practice and the distinctions between these classes 
are not sharp. Cattle are further classed according to sex and 
age. Thus the price quotations may be in terms of native 
steers, western corn-fed cows, etc. Any cattle, moreover, 
which are sold to feeders, stock growers, breeders or dairy- 
men for fattening or stocking purposes are known as "feed- 
ers" or "fitockers." 

The various classes of eattic are sometimes, though not 
always, subdivided into grades of quality indicating difference 
as to weight, the amount of dressed beef obtainable from an 
animal of a given live weight, the quality of the dressed beef 
and the quality of the animal for canning, curing, export or 
other purposes. The grades usually recognized are fancy, 
prime, choice, good, medium, aud rough. Thus the prices 
may be quoted in terras of choice western corn-fed steers, 
])rinic native steers, or any other combination of class and 
grade. 

The cattle grades are not generally found in tlie purchase 
records of the j)acking concerns who are the principal buyers. 
The packers coraraonly record their purchases in terms of the 
classes mentioned above, the records of one packing plant 
showing as many as twenty-two com bi nations of classes.' In 
giving orders to their cattle buyers, the packers and slaugh- 
terers also use terms such as "packers," "beef cattle," "butcher 

■U. S. Bureau of Corporation: Tho Beef Industry, p. 90— the 
records of tlie Ilamnionil Couipany at St. Jusepli showing the foUow- 
ing clnsacs: 

1. Native steers 

2. VearliiigB, baby beef 
:t, Ilranrleil natives 
4. Branded 
!). Native heifers 
G. lieifera 

7. Colorado heifers 

8. Westerna 

9. Western steers 

10. Corn fed wcitems 

11. Fed weBtiTiis 



12. 


Texan steers 


n. 


Fed Texan 


14. 


Texan heifers 


15. 


Texan cows 


16. 


StSKs 


17. 


Steers 


18. 


COWB 


19. 


Rangers 


20. 


Itango cowB 


21. 


Uay fed 


22. 


Fed 
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etock," "caiinera," "cutters," "strippers," "bulls," "calves," 
and "export," each term indicating a particular use of the 
animal for packing, local butcher, canning, curing, expoi^vng 
or other purposes.' 

The Gradinq op Wool 

Though much wool is purchased locally without being 
graded in any way, this staple is systematically classified and 
graded at the large central markets. The domestic wools of 
the United States are divided into classes according to their 
geographical origin, the usual territorial groups being (1) 
Ohio, Pennsylvania, and West Virginia; (2) Michigan and 
New York; (3) Kentucky and similar districts; (4) Califor- 
nia; (5) Texas; (6) Oregon; (7) Montana, Wyoming and 
Idaho, the wool there grown being known as "territory" wool ; 
(8) Utah; (9) Nevada; and (10) "pulled" wool which is the 
short wool removed from the skins after slaughter and origi- 
nates mainly in the large packing centers. These territorial 
classes are further classified, according to the extent of their 
preparation for spinning, into "unwashed," "washed" and 
"scoured" wool.' 

The various classes of domestic wool are variously divided 
in grades, in accordance with the relative amount of merino 
blood in the sheep, the coarseness or fineness of the wool fiber, 
the amount of foreign matter and grease or probable scouring 
percentage, tiie length of the fiber, their adaptation for comb- 
ing or carding, and the time and frequency of shearing. The 
various classes of eastern wools, although they are not graded 
the same in every case, are usually divided into the following 
grades: (1) "picklock" or wool from the pure Saxony merino 
flheep, (2) XXX or wool resulting from the first cross of the 
Saxony with the ordinary merino sheep, {3) XX or wool from 
the full-blooded merino, (4) X or J merino blood wool, (5) 

' The ctasaiGcation Hnd gniWng of sheep and hogs differ in detail 
but are Bimilar in principle, the usual clasaes and giadea being 
quoted in the daily press. 

'See chap, x, p. 213. ^^ 
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i, f and i blood, indicating relative amounts of merino blood, 
(6) "fine delaine," or straight merino wool adapted to comb- 
ing and UHUalJy 2J or more inches in length and (7) "braid" 
or coarse wool. The claeseB of western wool are variously 
graded in terms of numbers, terms of quality, adaptation for 
combing or carding ("staple" or "clothing"), spring or fall 
clip, 12-, 8- or 6-months* clip, or growth in particular terri- 
torial regions. Tlie grades of pulled wool are stated in terms 
of letters and quality. 

Tn the following table (No. XIII) of domestic and foreign 
wool classes and grades it should be noted that the relative 
prices of eastern wools are quoted on the washed or unwashed 
basis while those of western and pulled wools are quoted on 
the scoured basis. The table shows the classes and grades 
regularly in use in the Boston wool market. 

TABLE XIII 
Boston Ci.ASsincATiON or Woou ' 

DOMESTIC WOOLS 

OmO, PlNNBTLTtKlA AND WaCT VOOIMU 

WMhed Unmibed 

XX&mbr $37 Fd. minbed ASS 

1*1 Mood W 3 2et Unmr'bl. 33| S H 

Knadel ** ~ " '■ ^ 

tUd 2S 



£& 3 20 jbM 

MicmiuH ikHO Nbw You 



Lt BdMoo. Textile Mmaululunn' Jouraal, May 9, 
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UoiTUH*, Ipabo jmD WioHiHa (Bonmd) 
Bs am nne sloth's 

63 3 M Rue Med 



.54 as 

.BO $ S 



CoLOkiDO iHB Nbw Mixico (BixKirad) 



.63 a Si 
.40 a SO 
.46 e 40 



NcTAPA (Scmnvd) 



S6 a SI 

S« a SI 

01 a K 

4B a fSI 

40 9 4! 



Vitlahan {7«nM>i«.- 









a M 

a E3 

a so 

3 40 



AND COHBINO WOOLS 

HOHTBTIDIO (Ol 



'"^! 



Combiu.... 
W(bd. sb| . . 



GuneL'A hur (Riu'Ji) 
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Leaf Tobacco Gbadeb 

Leaf tobacco and fruits are distinctive in that they are fre- 
quently graded by the growers before they are sold. Owing 
to this practice, fruit grading has unavoidably been described 
in Chapter XII, and tobacco grading has been briefly referred 
to in Chapter XI. 

As was previously mentioned the leaf tobacco trade recog- 
nizes distinct classes and types of leaf, the former being based 
upon ita adaptation for a particular use, and the latter upon a 
combination of qualities such as color, strength, elasticity, 
body and flavor ' or a particular method of curing the leaf. 
These types, however, are sorted into grades which represent 
varying degrees of excellence. As in the case of tobacco 
types, the properties considered in grading also include color, 
strength, elasticity, body and flavor, the difference being that 
the grader considers these properties in detail, and also in- 
cludes properties such as the perfection of the leaves, whether 
they are torn, worm-eaten, bruised, or damaged from contact 
with the soil, their shape, thickne^ and length, and the part 
of the stalk from which they are stripped. 

The following classification of the type known as bright 
yellow leaf when sold in the Lanville, Virginia, market may 
be regarded as typical: 

Wrappers. — 1. Common wrappers : lowest grade of wrapper, 
and only a grade above a bright filler. 2. Medium wrapper: 
not uniform in color, dingy, or piebald, but of good form and 
quality. 3. Good wrapper: tobacco of heavy body, orange color, 
generally styled mahogany. 4. Fine wrapper: second grade of 
lemon color, but inferior to the fancy. 6. Fancy wrapper: fine, 
delicate fiber, silky, fresh lemon color, very leaiy, perfect leaveB, 
and the highest class made in assorting. 

Fillers. — 1. Common: all of the inferior and nondescript 
grades. 2. Medium: good, rich lugs, and the dark leaves with 
good body. 3. Good: tips, and the better and brighter heavy 
lugs and short leaves with body. 4. Fine: all the brightest, 
best and richest leaves next below common wrapper, and gen- 
erally of a gray and cherry-red color. 

"Cliap. Jd, p. 223. ' ' '. 
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Smokers, — 1, Lowest grade: worm-eaten and discolored. 2. 
Brown and short leaves. 3. Grade above four, and not bo 
colory. 4. Best smooth lugs, which make the highest class of 



Cutters. — 1. Thin, papery leaves, thrown out from fine 
fillers when assorting; lowest grade. 2. Same grade as three, 
but not so colory. 3, Fine cutters, leafy and inferior leaves 
taken from stalk that produced the best wrappers. 

The number of grades differ widely for the various types 
of leaf tobacco produced and in different growing districts 
and markets. The grading may, moreover, be performed by 
different individuals— by the grower, the packer, jobber, ex- 
porter, public inspector, warehouseman or commissi on man. 
It may be done by the grower in the first instance, later to be 
rcgraded by packers or other leaf buyers, and it may also be 
sold by the grower in the ungraded condition, later to be pre- 
pared, graded and packed by the buyers in such manner as 
they prefer or as their market requires. 
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CHAPTER XIV 
COLLECTION AND DISSEMINATION OP CHOP EEPOBTB 

A highly important part of the organization of American 
commerce, particularly of that phase which deals with the 
sale and distribution of the agricultural staples, ia the ex- 
tensive machinery which has been developed for the collection 
and dissemination of crop reports. Carriers may be provided 
to transport the crops to market; local, central and retail 
markets, elevators and warehouBee, exchanges and other mar- 
ket places to facilitate their storage, preparation and sale; but 
without authentic current trade information the machinery 
of distribution could not but operate in a haphazard manner, 
and prices would seldom, if ever, be such as the actual or prob- 
able supply and demand naturally warrant. 

From the standpoint of their sources, crop reports may 
be divided into two groups: (1) those issued by the federal 
and state governments, and (2) those iesued by private or- 
ganizations. The former include the reports published by the 
United States Department of Agriculture and the Census 
Office, and the latter those issued by certain trade journals, 
exchanges and private statistical organir-ations. In addition 
to these public crop reports, there are many strictly private 
reports which are obtained by large dealers, speculators or 
others, either directly or through private statistical sources, 
but, although such reports may at times exert a wide influence 
upon prices, they are not available to the multitude of pro- 
ducers, dealers and consumers who obtain much of their cur- 
rent trade information from such crop reports as are publicly 
issued. 
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QOTERNHENT CrOP ReFORTB 

Fnrpne of OOTenunent Crop Beporta. — As early as 1863 
trhen the Department of Agriculture first appointed a stat- 
isticiao for the collection of agricultural statistics, and 1865 
when the first appropriation of $20,000 for the express pur- 
pose of issuing crop reports was made, it was felt that there 
wa^ ft distinct need for systematically collected crop informa- 
tion and reports. Even prior to 1803 — during the period 
1839 to 18C3 — certain crop statistics had been collected in the 
United States Patent Office. The crop- reporting service of 
the Department of Agriculture was for many years conducted 
by the Bureau of Statistics with an annual appropriation of 
about $225,000. Since June, 1914, it has been conducted by 
the Bureau of Crop Estimates, the appropriation for the fiscal 
year 1915 being $275,580. In justification of this expendi- 
ture the department points to the following purposes of its 
crop-reporting service : 

1. To provide reliable information to producers, con- 
sumers and dealers as to actual yields and conditions of crops 
outside of their own immediate community. 

2. To enable market centers to better balance supply 
against demand in defining what prices are warranted by 
natural conditions. 

3. To insure stability to the extent that it is permitted 
by natural conditions. 

4. To insure so certain an estimate that interested parties 
cannot discredit or swamp the government reports with tbeir 
own private estimates. 

5. To enable producers to know the facts as to the prom- 
ise of prices so that they may not be led to sell at prices 
wrongfully quoted too low. 

6. To create confidence and certainty in general business 
conditions, to the extent that such conditions are influenced 
by the country's crops. 

7. To insure reports so frequently and so soon after 
changes have occurred in crop conditions or yields that specu' 

^||tire uncertainty may be reduced to a minimum. 



DISSEMINATION OF CROP REPORTS 295 

8. To provide information which will be of use to the 
carriers in the distribution of freight equipment before and 
during the crop-moving seasons. 

9. To aseiet farm implement, hardware and other manu- 
facturers, and wholesale, jobbing, and retail merchants in so 
far as the production and distribution of their wares may de- 
pend upon the farming population. 

Organuation of Crop-reportiagr Service of Department <tf 
Agricnltnre. — The value of the crop-reporting service lies 
chiefly in the vastncss of its sources of information, the disin- 
tercsted character of the Bureau of Crop Estimates, and the 
frequency and promptness with which the crop reports are 
issued. A brief outline of the organization and methods ot 
the service will serve to show why its crop reports, although 
admittedly but estimates, are eagerly awaited by the agricul- 
tural trades and exort a widespread influence on the price of 
the agricultural staples. 

The monthly estimates of the bureau are based upon re- 
ports received from a huge number of correspondents located 
in all the farming and agricultural trade rommunities of the 
United States, and upon a smaller number of expert reports 
received from special field and state statistical agents. Its 
sources of crop information may be classified as follows : ' 

1. Reports are received from about 32,000 township cor- 
respondents, who are farmers residing in the farming town- 
ships throughout the country. Their reports are made vol- 
untarily and without pay on printed blanks mailed to them by 
the Bureau of Crop Estimates. 

2. Similar voluntary reports are received from about 
2,800 principal county correspondents, who differ from the 
former in that they report for an entire county instead of 
their immediate vicinity or township. They make their re- 
port on printed blanks such as are shown in Forms No. 36 
and 37 and obtain their information from personal observa- 
tion and from voluntary reports received from two to four so- 
called "county aids" or assistants. 

' U. S. Bureau of Crop EstimatcB, Goyerameut Crop Beporta, Cir- 
cular 17, revised, pp. 14-is, 



296 AGRICULTURAL COMMERCE 

3. The Bureau sends special blanks to a. large list of 
special correspondents who are not uecessarily farmere but 
who are nevertheless in a position to furnish valuable infor- 
mation. Thus in the grain trade it sends blanks requesting 
information on particular matters to about 30,000 millers, 
elevatormen and warehousemen, grain dealers and grain car- 
riers, and in the cotton trade it similarly requests information 
from over 25,000 ginneries, 15,000 bankers, merchants, fac- 
tors, exporters and other buyers, warehousemen, southern cot- 
ton mills, and railroad agents. In making estimates of cotton 
yields, moreover, blanks requesting a statement of the amount 
of their own particular output are sent direct to over 84,000 
cotton growers. 

4. The bureau regularly receives reports from a limited 
number of special field agents who are crop experts and are 
salaried employees of the government. Each of them travels 
throughout tho farming district in which he is stationed, 
receives reports from correspond ents on special blanks pro- 
vided for that purpose, and at stated times sends expert re- 
ports to the bureau separately for each elate located within 
his reporting district. 

5. The bureau also receives reports from so-called slate 
slalislical agents of whom there is one for each state or group 
of smaller states. They are persons who devote a part of 
their time for a small salary of from $300 to $1,100 per year 
to reporting for each state as a whole the same information aa 
is asked of township and county correspondents. They re- 
ceive reports from about 15,000 voluntary local correspondents 
to whom they mail printed blanks, and they send the average 
for each state to tho bureau as an independent estimate. 
Those in the larger states divide their state into about nine 
sections for each of which they compute a straight average, 
and then compute a weighted average for the entire state by 
assigning to each section a weight proportionate to its relative 
importance. 

As the reports of town.ship, county and special correspon- 
dents are received by tlie Bureau of Crop Estimates they are 
tabulated on large sheets so as to make them available to the 
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Crop Reporting Board which makea the final eBtimates, In 
order to prevent a clerk from obtaining advance knowledge ae 
to any particular state each sheet before the figuree are added 
and averaged is cut into two parts so that no names or marks 
indicating the state to which the estimates belong remain, 
and the part containing the names of the counties and state is 
kept in a locked drawer by the chief of division. The reports 
from the special field agents and state statistical agents, which 
are of particular importance, are mailed to the Secretary of 
Agriculture in special envelopes or telegraphed to him in 
cipher to be kept in a locked safe until the morning of the 
report. Tlio Crop Reporting Board before which all the 
necessary information concerning the speculative crops is 
finally placed consists of five experts including the Chief of 
the Bureau who is the permanent chairman and four others 
who differ from month to month. The board works in a 
locked room having no telephone or otlier outside connection, 
and the final results are given simultaneously to the telegraph 
companies, reporters and all applicants to be conveyed to the 
exchanges, the press and to all interested parties. Ae is stated 
by one of the statisticians of the crop-reporting service :' 

When the board has assembled, the reports regarding the 
speculative crops from state and field agents are delivered 
b? the Secretary, opened and tabulated The figures bj states, 
from the several classes of correspondents and agents, are placed 
in convenient parallel columns, s separate sheet being used 
for each separate crop or question. The board is thus provided 
with several estimates for each state and each crop, made inde- 
pendently by the respective classes of correspondents and agents 
of the bureau. Notes and comments of agents and weather re- 
ports are read. With all these data before the board, each in- 
dividual member computes independently, on a separate sheet, 
or final computation slip, his own estimate of the acreage, con- 
dition, yield, or whatever subject is being considered. The 
results obtained by each member are brought together and 
compared, state by state, and discussed by the board under the 

'N. C. Murray: "The Crop Reporting Syatem," The Attnalt of 
the American Academy of Folitieal and Social Science, Sept., 1911, p. 
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supervision of the chairman, and the final figures for each state 
decided upon. The estimates by states, as finally determined 
by the board, are weighted by figures proportionate to thei^. 
relative importance, the results being a true weighted average 
for the United States for each subject. Other crops than wheat, 
com, oats, and cotton are prepared in the same way except that 
the entire board does not review them. 

As quickly as the board determines upon the final figures 
by states and the averages for the United States have been 
obtained by expert computers, a summary ie set up on a dupli- 
cating machine, and copies of the summary are given to the 
public. 

About two thousand copies of the summarized estimates 
are immediately mailed to newspapers and organized bodies 
interested in the crop reports. The final estimates are also 
immediately telegraphed to the Weather Bureau station di- 
rector of each state, who has copies printed and mailed to all 
the local newspapers in the state. The details of the crop re- 
ports arc, however, published a little later in a bulletin known 
as "The Monthly Crop Report" which is mailed gratia to any 
person upon request.' 

Scope of Crop Eeports of Department of AgricQltnic. 
— The crop reports cover a wide variety of information, the 
nature of which naturally varies in different seasons of the 
year. The principal returns, however, are those relating to : 

1. The acreage planted, wJiich is stated by the bureau in 
terms of acres, but is computed from the estimated percen- 
tages reported by its agents and correspondents, the per- 
centages representing increases or decreases as compared with 
the previous year. 

2. The condition of the crops, which is reported alike by 
the bureau and its agents and correspondents in percentages 
based upon a normal crop of 100 per cent. 

3. The yield per acre, which is reported alike by the 
bureau and its agents and correspondents in terms of bushels, 
pounds or other units of quantity per acre. 

■Until 1913 this bulletin vrag known as the "Crop Iteporter," 
aftei: nbicb until May, 1915, it was known as "The Agricultural 
OkU«o1" 
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4. The total production, which is computed by multiply- 
ing the estimated yield per acre by the estimate acreage. 

6. The average prices per bushel, pound or other unit re- 
ceived by producers, which are compiled by the bureau from 
special reports received from its agents and correspondents. 

6. The total farm value of given crops, which is com- 
puted by multiplying the estimated production by the esti- 
mated average prices. 

7. The stocks on hand at giveo times, which are com- 
puted by the bureau from the reports received from its agents 
and correspondents who report this information in estimated 
percentages of the total crop harvested, 

8. The amounts shipped out of the county of production, 
which are computed in the same manner as the stocks on 
hand, and which indicate the estimated volume of grain, 
cotton or other crops reaching the country's markets. 

The reports dealing with wheat, corn, oats and cotton are 
issued in greatest detail and with the strictest regularity, but 
the crop-reporting service also covers a multitude of other 
farm commodities such as barley, rye, buckwheat, flaxseed, 
peas, rice, tobacco, grass seeds, potatoes, sweet potatoes, beet 
and cane sugar, cattle, hogs, sheep, horses and other livestock, 
hay, wool, and to a more limited extent fruits and vegetables. 

The crop reports of the Bureau of Crop Estimates are 
supplemented by the reports of the Weather Bureau, which 
is also in the Department of Agriculture. The Monthly 
Weather Beview of this bureau contains concise statements as 
to the weather conditions throughout the crop-growing dis- 
tricts, the damage resulting from drought, excessive rainfall, 
frost and like conditions, temperature and precipitation with 
departure from normal values, etc., and at times exerts im- 
portant effects upon the prices of the agricultural staples. 

Betnnu of United States Census Offlce-^Since the crop 
reports of the Department of Agriculture are based upon the 
judgments and opinions of its agents and correspondents the 
statistics contained in them, although of great value, are but 
estimates. It is desirable, therefore, that certain of ite re- 
turns, particularly those concerning production and acreage, 
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should occasionally be checked up by an actual canvase. This 
is done by the Cenaus Office, the returm of which are accepted 
by the Bureau of Crop Estimates as a basis for Tevigiiig its 
estimates. 

The CeuGUB Office is especially active in reporting the cot- 
ton crop: (1) Beginning in June, it reports the estimated 
cotton acreage as of May 25th. (2) Thereafter it issues ten 
preliminary bi-monthly reports of the cotton ginned to speci- 
fied dates. (3) It issues monthly reports of cotton consumed, 
imported, exported and on hand and of the number of active 
cotton spindles, and (4) three reports of cotton-seed crushed 
and linters produced. (5) In an annual bulletin entitled 
"Cotton Production" it reports in detail the total output of 
cotton and lintcra in the United States as reported by ginsers 
and delinters, the total output of foreign cotton-producing 
countries, and the coneumptioo, exports, imparts and stock of 
cotton in the United States for specified periods. (6) It also 
issues an annual bulletin entitled "Supply and Distribution 
of Cotton" showing the total supply of cotton in the United 
States for the year ending August thirty-first and its distribu- 
tion, together with statistics of spindles, consumption, stocks 
on hand, imports and exports, and certain statistics of spindles 
and cotton consumption and textile fiber production in foreign 
countries. 'i?lie census returns are obtained mainly by actual 
canvass of the ginneries, delinters, dealers and merchants, 
warehousemen, cotton mills and other concerns handling cot- 
ton, each reporting on the volume of its own business. The 
returns of exports and imports used in its reports on supply 
and distribution are, however, compiled from reports of the 
Bureau of Foreign and Domestic Commerce of the Department 
of Commerce which obtains them from the customs records. 

Once in each decade the Census Office also makes a canvass 
of other agricultural crops, reporting for each a detailed state- 
ment of acreage, production, total farm value, average yield 
per acre, average farm value per bushel or other unit of quan- 
tity, and in some instances additional information. These 
census returns, particularly those of acreage and production, 
serve as a check upon the current crop reports of the Depart- 
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ment of Agriculture, and arc used by that department as a 
means of periodically revising its estimates. 

United StatcB Bureau of Foreign and Dinnestio Commeroe. 
— The official returns of the exports and imports of farm 
products — their value, volume, ports of shipment and receipt, 
countries to which exported and from which imported — are 
annually compiled and published in the United States Com- 
merce and Navigation Report by the Bureau of Foreign and 
Domestic Commerce of the Department of Commerce. This 
bureau also publishes less detailed monthly returns of exports 
and imports in the Monthly Summary of Commerce and 
Finance. Its reports are compiled from the records of the 
United States Customs Office of the Treasury Department. 

State Beports. — The departments, bureaus, boards or com- 
missioners of agriculture, horticulture or dairying of many 
of the principal farming states compile and publish statistics 
of the agricultural industries witliin particular states. Their 
reports, however, are usually annual, and their scope is in 
most cases limited to acreage, crop production, livestock on 
farms, production of dairy products or other annual returns. 
The grain inspection departments, warehouse registrars, 
railroad and warehouse commissions or public service com- 
missions of some of the western agricultural states also pub- 
lish annual reports showing the number of cars or amount of 
grain publicly inspet^ted, the receipts and shipments of grain 
to and from elevators and central grain markets, and other 
data arising in connection with their supervision of the grain 
trade. 

Crop Reports of Private Organizations 

The Visible Snpply. — Among the most important pri- 
vately collected crop statiaties are those concerning the "vis- 
ible supply" of cotton and the cereals, i. e., the stocks of 
cotton and grain which have gone out of the hands of the 
producers and are in elevators, warehouses, vessels or otlier 
plac'ea where they are available for conmiercial purposes. The 
visible supply is of vast importance between harvesting sea- 
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sons for it then constituteB the principal basis of the cotton 
and grain trades. The visible supply is due to various causes 
and performs the following important functions: 

1. Many growers because of inability to handle or finance 
their crop or for other reasons sell the bulk of their grain and 
cotton during or shortly after the harvesting season. 

2. The competition existing between primary markets 
and points of concentration tend to draw grain and cotton 
from the farms and local markets. 

3. Central elevators and warehousemen usually desire 
their elevators and warehouses to be filled, and the existence 
of these storage places makes possible a large visible supply. 

4. Future trading is particularly dependent upon the 
visible supply. 

5. The visible supply strengthens the consumers' posi- 
tions, by assuring them that certain quantities of cottoa or 
grain are available to satisfy their needs. 

Visible supply returns are collected mainly by some of the 
large commercial journals through correspondents stationed 
at all the principal points of accumulation, and are currently 
compiled and published by them. The visible supply of cotton 
on August 28, 1914, for example, was reported by the Com- 
mercial and Financial Chronicle as is shown on page 303. 

Other Privately Collected Crop Infonnatioii. — Yarious 
trade journals similarly collect and publish current statements 
showing the concentration of cotton and grain at interior 
points and seaboard ports, their shipment over various routes, 
their exportation and home consumption and other items 
showing their movement and distribution. Some likewise 
maintain corps of correspondents or otherwise estimate statis- 
tics of acreage, condition, and production siniilflr to those col- 
lected by the Department of Agriculture, tlie private com- 
pilations often anticipating the government crop reports,' 

Some of the large cotton and grain exchanges also are im- 

■ Soma of the principal journals anil newepapers collecting crop 
reports are the Kem York Journal of Commerce, The New York Com- 
mercial, tlie Financial anil Commercial Chronicle, Bradttreet'i, and 
TAe New Orleans Timcs-Demccrat. 
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The visible supply of American and Canadian QraiQ on 
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portant reporting agencies. In the cotton trade the annual 
statifltical reports of the secretaries of the New Orleans and 
New York exctianges, particularly those of the former, consti- 
tute valuable statements a^ to the actual movement and dis- 
tribution of that portion of the cotton crop which is "in 
eight" up to the time of their issue. Most of the grain ex- 
changes, moreover, compile and publish annual and current 
elatistics covering their own dealings and the grain trade con- 
ducted at the centers In which they are situated, and some of 
them compile statistics covering larger areas and special items 
Bucb as the visible supply and the movement and distribution 
of grain. 

Allied to the exchanges are important private reporting 
organizations, which provide them with detailed current sta- 
tistics concerning all conditions of interest to the trade. 
Broomhall's Agency, for example, the rcportorial staff of 
which extends throughout the important grain-growing coun- 
tries, acts as the reporting agency for all the largest grain 
exchanges in the world.' 

Various trade organizations euch as The National Wool 
Manufacturers Association and the Union Stock Yards Com- 
panies of the principal central livestock markets, compile 
valuable current statistics concerning the particular farm 
products in which they are interested. Similar also are the 

'See Bruce D. Mudgett: "Current Scurceo of In formation in 
Produce Markets," The AnnaU of the American Aaademy of Political 
and Social Science, Sept, 1911, pp. 115-118. 
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returns of the larger growers' cooperative marketing and ship- 
ping associations which obtain current reports of market con- 
ditions in accordance with which they consign or reconsign the 
products of their members. 

There are also many commission and brokerage kouseSi 
particularly in the grain trade, who "make a practice of can- 
vassing the intelligent opinion of men located in the grain 
belt for the purpose of estimating the conditions of the grain, 
the acreage, etc. A great many correspondents are in daily 
communication with their firms and are able to inform the 
latter of any circumstances of sufficient importance to justify 
A special investigation." ' 

Finally there are numerous private crop experts who are in 
the employ of large brokerage or commission houses or sell 
their information to subscribers. While some of them publish 
misleading reports for ulterior purposes, others are "men of 
mature judgment whose business it is to give disinterested 
and impartial advice on the growing crops and whose opinions 
can be depended upon to represent the facts as they know 
them." ^ 

Allied to the crop statistics mentioned above are statistics 
of central market prices. The departments of Agriculture, 
Labor and Commerce publish various compilations of the 
prices paid at the central markets, but the main sources of 
current price statistics are the exchanges, trade journals and 
daily newspapers. The prices paid on the large exchanges 
are posted on bulletins, sent broadcast by telegraph, and regu- 
larly published by the daily press. 
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CHAPTER XV 

THE INStJBANCE OF AQBICULTUBAL COlfUODITIES 

It is not the purpose of this chapter to describe property 
insurance as an industry, but rather to outline the purposes 
and extent to which the agricultural crops are protected by 
insurance throughout their passage from farmer to consumer. 
The fire and other property insurance business as such — its 
organization, manner of quoting rates, etc, — and the insur- 
ance of buildings, vessels and other trade facilities, are but 
indirectly related to the trade in farm products and have 
been fully described elsewhere.* The insurance of farm com- 
modities, however, holds a direct and highly important posi- 
tion in commercial organization, the discussion of which may 
be classified into (1) rural crop insurance, (2) insurance as 
the basis of commodity loans, (3) the insurance of stored 
commodities, (4) the insurance of commodities in mills, fac- 
tories and mercantile establishments, (5) the insurance of 
commodities en route, and (G) insurance as the basis of 
financial settlement 

EuBAL Chop Inbuoamoe 

Scope. — There is much lack of uniformity among farmers 
as regards the forms and extent of insurance carried by them. 

It is a common practice for them to insure their home, farm 
buildings, farm animals and machinery against loss by fire 
and lightning, but many neglect the insurance of their crops. 
Indeed there are many risks, such as grain pests, frosts and 
drought, which are seldom covered by insurance in the United 
States because of the great severity of such calamities when- 
' See S. 3. Huebner; "Property Insurance " and the bibliogra' 
pby contained therein. 
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ever the; occur and the relative absence of concerns which 
underwrite such risks. 

The most common form of crop ingurance is the ineuraitce 
against loss hy fire and lightning of grain, cotton, hay and 
other products after they have been harveBted and stored on 
the farmer's premises or in other local storage places. Many 
farmers, particularly the small cotton growers, seldom protect 
themselves in this way, but the growers of large crops as well 
as some of less importance regularly protect their harvested 
crops until they finally dispose of them. 

In regions subject to heavy storms farmers in some cases 
protect their buildings as well as the crops stored in them by 
purchasing tornado, cyclone, and windstorm insurance,' Sim- 
ilarly in the western grain states fanners sometimes protect 
their crops against loss from hailstorms by taking out hail 
insurance policies. 

Farm animals are frequently insured against loss from fire 
and lightning in many parts of the United States, but in 
those regions where livestock constitutes an important source 
of farm income livestock is also at times insured against loss 
from disease and accident. In case of the slaughter by federal 
or state veterinary inspectors of animals infected with con- 
tagious disease the owners are compensated jointly by the 
federal and state governments, but such compensation does 
not overcome the need for insurance, because it is based 
merely upon the animal's value for meat or other commercial 
purposes and not upon the real value of blooded stock. Much 
livestock, moreover, is lost otherwise than by order of public 
veterinary inspectors, and in the absence of insurance consti- 
tutes a complete loss to the owner. 

Livestock insurance in the United Statos — that is, insur- 
ance covering disease and accident — is provided mainly by 
special mutual or regularly incorporated livestock insurance 
companies, and has not been developed on a large scale. The 

'P. L. Hoffman; "Windstorm and Tornado Insurance," Spec- 
tator, vol. Ixvii, p. 272; A. T. Linnbj: "Tornado Insnraace," ch. 65 
in H. P. Dunham; The Business of Insurance; O. H. Powell: Co5p- 
eration in Agriculture, eb. IS, 
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policies issued usually protect the owner againet loss by death 
from accident, disease, fire, lightning and cyclone, including 
accidents such as a "broken leg when found necessary by at- 
tending veterinary to destroy the animal's life." Some poli- 
cies, however, specifically exempt the insurance company in 
case of loss resulting from certain causes such as fire, flood, 
inundation, snowstorm or blizzard unless otherwise agreed in 
a special policy clause and additional premiums are paid. 
The policies, moreover, generally limit the insured value or 
amount recoverable to one-half or two-thirds of the actual 
value of the animals insured or to fixed maximum valuations, 
and prescribe a maximum age limit which varies with the 
kind of animal insured and the length of time during which 
protection is granted. In many instances the companies re- 
fuse to insure any livestock not kept in fenced-in pastures or 
other inclosures, thus eliminating range cattle. In spite of 
these precautions the risks of livestock insurance have proved 
so great that the premium rates charged have deterred the 
owners of common livestock from generally protecting them- 
selves with insurance. 

Livestock insurance in the United States has thus far been 
confiued mainly to the insurance of horses and valuable 
blooded cattle. The number of outstanding policies on com- 
mon dairy or beef cattle has always been small, and common 
sheep and hogs are seldom insured against loss from dieease or 
accident. Growers of "common stuff" even in ease of fenced- 
in stock, have depended mainly upon such protection as is 
afforded by the regular fire and lightning insurance which 
they may carry, but relatively few insuring such stock against 
the greater risk of loss resulting from other accidents or from 



Sources of Sural Insurance. — Three groups of concerns 
provide most of the rural insurance. (1) At a recent date 
there were over 1,800 local mutual fire insurance companies 
in the United States, a large proportion of which are local 
(XKJperative farmers' associations. Similarly much of the 
fanners' tornado, cyclone, windstorm and livestock insurance 
a obtained through local mutuals. The usual plan is to re- 
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quire a Bmall cash premium and in caee their losses exceed 
their income to obtain the excess through a system of assess- 
ments. Although many local mutuals have failed, others 
have been succeBsfuI in spite of the restricted volume of their 
business, lack of assets, and assessments, because the restricted 
area of their operation and personal acquaintance of their 
members tends to prevent overvaluation and to eliminate 
much of the moral hazard incident to property insurance. 

(2) Various state mutuals have from time to time been 
organized for rural insurance. They cover an entire state, 
portions of several states or larger areas, and have the advan- 
tage of coming more nearly within the law of average. They 
have, however, been less successful than the local mutuals, 
because their operation over wider areas increases the moral 
hazard, incurs greater competition with established old line 
companies, inferior supervision over the selection of risks, 
and, when many assesamentg are called, widespread with- 
drawal of policyholders,' 

(3) Farm risks, particularly fire and lightning, but to 
some extent also livestock and other forms of rural risks, are 
also insured in regular incorporated joint-stock insurance 
companies. Many of these companicB do an extensive business 
both in cities and country districts and operate throughout 
wide areas. 

(4) Farmers sometimes obtain insurance in the so-called 
Lloyd's associations consisting of "voluntary partnerships of 
groups of men in which each member agrees to hold himself 
individually liable for the payment of losses up to a specified 
amount." ' 

Inscbance as the Basis of Commodity Loans 

The purpose of property insurance in many instances is 
the desire to obtain credit. In basing loans upon mortgages 
the farmers are required to insure any farm buildings or 
equipment which may be pledged, and insurance is similarly 

■8. S. Huebner: Property Insursnce, pp. 60-61. 
•Ibid., p. 65. 
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important when loans are based upon fttim commodities. 
Farm loans secured by chattel mortgages on livestock some- 
times require that the animals be insured; and loans based 
upon .harvested crops usually require insurance against fire 
losses. Growing crops are less commonly insured and are, 
therefore, accepted as collateral for but a small fraction of 
their full value. Loans on stored farm commodities, which 
are secured mainly at the elevators and warehouses of the 

No 
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central markets where vast quantities of grain, cotton, wool, 
leaf tobacco and other farm products arc stored, are almost 
invariably dependent upon fire insurance, for the bankers, 
warehousemen or commissionmen refuse to accept the ele- 
vator or warehouse receipts as collateral unless fire insurance 
policies or certificates are attached. 

The insurance certificate, a copy of which is shown in 
Form No. 38, is a special device the main purposes of which 
are to facilitate commodity loans and financial settlement. 
A dealer may take out a general policy covering all the cotton 
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or other commodity purchased or etored by him during a 
given period and then issue certificatea against it covering 
whatever amounta are pledged for loans or sold for shipment, 
thereby immediately protecting the bank making the loans, or 
the consignee. The policyholder may either present a cer- 
tificate properly countersigned by an authorized insurance 
company official or issue it directly and request the company 
to later acknowledge its liability by letter, thus avoiding the 
delay and inconvenience incident to the issue ol a new policy 
or the assignment of the interest in the policy each time a 
purchase or sale is made or a warehouse receipt is offered as 
collateral for a loan. Without either insurance certificates 
or policies the practice of loaning on farm commodities would 
he limited and the prevailing method of financing crops would 
he severely handicapped. 

The Insurance of Stored Commoditieb 

Farm produce stored in elevators or warehouses is almost 
invariably insured against loss by fire when used to obtain 
credit, but it is usually insured even when not pledged as 
collateral, for its owner likewise desires protection. Farmers 
may sometimes neglect their insurance, but the dealers, com- 
missionmen, jobbers, brokers ami others who hold most of the 
products stored in the central markets are careful to avoid 
needless risks. The "Universal Schedule," for rating mer- 
cantile risks for example, contains a special "warehouse tar- 
iff," quoting insurance rates for over 1,400 commodities stored 
in warehouses, including nearly all the agricultural products 
suitable for storage. Each warehouse is assigned a basis rate 
dependent upon varying factors such as the city in which it is 
situated, structural material, proximity to water mains, va- 
riety of commodities accepted, rules regarding admittance of 
employees only, smoking, arrangement of commodities, run- 
ning aisles and the like. In addition each commodity is as- 
signed a special stock rate in accordance with its inherent 
desirability as a fire risk. Thus a given grain warehouse or 
elevator may be assigned a basis rate of 20 cents per $100, 
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and grain stored in bulk an additional stock rate of 25 cents, 
making the total premium 20 plus 25 cents or 45 cents per 
$100 in contrast with a rate of 20 plus 40 or 60 cents on grain 
stored in cotton bagB. 

Dealers frequently carry a general policy covering every 
bale of cotton, bushel of wheat or other farm commodities 
stored within a stated period, the insurance company being 
informed each night as to the amount of the day's purchases 
and sales. Under this plan the dealer receives a premium bill 
from the company monthly or on agreed dates for the amount 
covered and the length of time it was insured. 

The sources of fire insurance in case of farm products 
stored in central elevators or warehouses are principally (1) 
the regular joint-stock lire insurance companies, many of 
which underwrite a huge volume of fire insurance risks of all 
kinds and operate over wide areas; (2) special mutual con- 
cerns such as tlie Grain Dealers' National of IndianapoHa 
and the Grain Dealers' Mutual Fire Insurance Company of 
Minneapolis, and (3) local fire insurance mutuals operating 
within the cities in which warehouses are located. 

Insurance: of Commodities in Mills, Factories and Mer- 
cantile Establishments 

Fpon arrival at the mills, factories, wholesale or retail 
stores, auction warehouses or other places where the farm 
commodities are sold by actual inspection or are manufac- 
tured into finished products, they are again insured against 
loss by fire. Thus grain, cotton and wool are insured at fiour 
and textile mills, and leaf tobacco at the tobacco factories 
and the auction warehouses of the South. 

The insurance rates are higher than on similar commodi- 
ties stored in elevators or warehouses because the fire risks 
are greater. The number of employees in mills, factories and 
stores is larger, many other persons frequent them, rules of 
conduct are more difGcult of enforcement, and in some cases 
dust and other sources of inflammability are more likely to 
accninuiate. 
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The principal sources of insurance at this stage iD the life 
of the farm commodity are (1) the regular joint-stock fire 
insurance companies, (2) numerous so-called "factory 
mutuals" organized by factory and mill operators coopera- 
tively with a view to reducing the coat of insurance, and (3) 
the uBual local mutuals organized to insure city properties. 



Insobance or Commodities En Boute 

The extent to which farm products are insured while being 
transported depends largely upon the legal liability of the 
carrier, and this in turn differs widely according to whether 
they are being shipped by rail or water routes, 

Iiunrance of Bailroad Shipments. — Farm products 
shipped by rail in interstate commerce are seldom insured 
en route because the railroads are liable for all ordinary forms 
of loss, damage and unreasonable delay, subject only to such 
exemptions as are authorized by common law, Uie federal 
statutes and by the "uniform" and "standard" bills of lad- 
ing.' The railroads are free from complete liability only 
under certain conditions: They are not liable for loss, dam- 
age or delay caused (1) by "the act of God, the public enemy, 
quarantine, the authority of law," "strikes or riots"; (2) by 
the act or default of the shipper or owner, or by requests to 
hold the freight in transit made by the shipper, owner or 
other party entitled to make such a request; and (3) by de- 
fects or vice in the freight itself. They are not liable for (4) 
differences in the weights of grain, seed or other commodities 
caused by natural shrinkage or discrepancies in elevator 
weights; or (5) for "deviation or unavoidable delays" result- 
ing from the compression of cotton bales. (6) Their liability 
in case of freight shipped on open cars at request of the ship- 
per is, in the absence of negligence, limited to loss or damage 
by fire. (7) Forty-eight hours after notice of arrival has 
been duly sent or given their liability as carriers ceases, and 
'"UDiform" bill iwuod bj northern and wegteru cartiera, and 
' ' standard " bj the wutbeni carrien. 
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thereafter they are liable for fire loss or damage only aa ware- 
bousemeD, i. e., they are exempted except in case of gross 
negligence. (8) Their liability as carriers has in the past 
been modified by agreements, special contracts, freight classi- 
iicatioDS, or tariSB definitely limiting the maximum amounts 
collectible, and the courts have held such value limitations to 
be valid on interstate shipments and have ruled that shippers 
refusing to accept these conditions may be required to pay 
freight charges in excess of those stated in the tariffs.^ The 
so-called "Cummings Amendment" to the Interstate Com- 
merce Act> which became effective on June 3, 1915, will, how- 
ever, prevent interstate carriers from so limiting their liability 
in the future. It not only provides as did the "Carmack 
Amendment" of June 20, 1906, that the original carrier 
"shall be liable to the lawful holder of a receipt or bill of 
lading for any loss, damage or injury to property caused by it, 
or by any common carrier, railroad, or transportation com- 
pany to which such property may be delivered," and that "no 
contract, receipt, rule, regulation, or other limitation of any 
character whatsoever, shall exempt such common carrier" 
from liability, but in addition provides that the original car- 
rier shall be liable "for the full actual loss, damage, or injury 
to such properly caused by it or by any connecting carrier^'; 
and the Interstate Commerce Commission has interpreted this 
to mean that the carriers may neither limit their liability to 
the shipper nor automatically raifc their rates to compensate 
themselves for the increased risks which the act imposes upon 
them.' 

Interstate livestock shipments have in the past usually 
been made in accordance with the terms of the so-called lim- 
ited liability or "uniform" livestock contract. In order to 
obtain the regular interstate livestock rates, the shippers were 
obliged to accept agreed maximum valuations, and to free the 
railways from liability as insurers and for loss, damage or de- 

' Adams Expresa Co. i«, Croningcr, 228 U, 8. 491; Hart va. P. 
E. B., 112 U. 8. 331. 
'la Ec the CummingB Amcndinent, Mbj 7, 1015, 33 I. C. C. 
Beports 6S2. 
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lay resulting from various causes. Such limitations will also 
after June 3, 1915, be prohibited by the Cummings amend- 
ment unless the courts should interpret the act favorably to 
the carriers. 

In some states the liability of the railroads in case of in- 
trastate shipraenta is similarly fised by special state statutes 
prohibiting them from eetablishing agreed valuations or other- 
vise limiting their full liability as common carriers. 

The liability of the rail carriers was so extensive in the 
case of all ordinary agricultural commodities, except livestock 
shipped under the limited liability contract, that they were 
seldom insured while en route even before the above-mentioned 
amendment to the federal liability laws. Those shippers, 
moreover, who did not wish to accept the limited risks im- 
posed upon them in the uniform bill of lading could, upon 
payment of ehargcs increased 10 per cent, above the regular 
freight rates, request the issue of a "special bill of lading" 
under the terms of which the railroads accepted full liability 
for loss, damage and unreasonable delay caused by them. 
Livestock shippers were similarly able to protect tbemselves 
fully by paying increased rates, but sometimes preferred to 
insure their aiiimalu against transit losses in the livestock 
insurance companies formerly mentioned in counection with 
rural insurance. 

Insurance of Harine Caj^oei. — The liability of steam- 
ship companies and other water carriers in case of loss or 
damage of freight cargoes differs widely from that of railroad 
carriers, and as a rowtilt a large marine insurance business has 
been developed. It is not intended to describe marine insur- 
ance as a business, but to discuss briefly those phases which 
direitly concern the protection of cargoes and freight. The 
insurance of vessels and the working of marine insurance 
companies and of Lloyds and other marine underwriting as- 
sot^iations have been fully described elsewhere,' 

The liability of carriers by water is so limited that th« 
shipper cannot hold them responsible for any of the usual 

^See 8. S. Huebaer: Proper^ luunmee, Part II — Marine Ib- 
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risks encotintered in marine shipping. Their bilk of lading 
apiKiify their freedom from liability in great detail, and the 
federal act of February, 1893, known as the Harter Act, stipu- 
lates that they are not liable except under certain specified 
conditioDs. The export bills of lading of ocean carriers ars 
not uniform but the following liability clauses of the bill of 
lading issued by the American Line is typical : 

IT IS MUTUALLY AGREED that the eteamer shall have 
liberty to sail with or without pilots; that the carriei" shall 
have liberty to convey goods in craft or lighters to and from 
the Bteamer at the rirfc of the owners of the goods ; and, in caaa 
the steamer shall put into a port of refuge, or be prevented 
from any cause from proceeding in tbe ordinary course of 
her voyage, to transship the goods to their destination by any 
other Bteamer; that the carrier shall not be liable for loss or 
damage occasioned by fire from any cause or wheresoever oc- 
curring; by barratry of the master or crew; by enemies, pirates 
or robbers; by arrest or restraint of princes, rulers or people, 
riots, strikes, or stoppage of labor; by explosion, bursting of 
boilers, breakage of shafts, or any latent defect in hull, ma- 
chinery or appurtenances, or unHeawortbinesa of the steamer, 
whether existing at time of shipment, or at the beginning of the 
voyage, provided tbe owners have exercised due diligence to make 
the steamer seaworthy; by heating, frost, decay, putrefaction, 
ruBt, sweat, change of character, drainage, leakage, breakage, ver- 
min, or by explosion of any of the goods whether shipped with or 
without disclosure of their nature, or any loss or damage 
arising from the nature of the goods or the insufficiency of 
packages, nor for inland damage; nor for the obliteration, 
errors, insufficiency or absence of marks, numbers, address or 
description; nor for risk of craft, bulk or transshipment; nor 
for any loss or damage caused by the prolongation of the 
voyage, and that the carrier shall not be concluded as to cor- 
rectness of statements herein of quality, quantity, gauge, con- 
tents, weight and value. General Average payable according to 
York-Antwerp Rules. If tbe owner of the steamer shall have 
exercised due diligence to make said steamer in all respects 
seaworthy and properly manned, equipped and supplied, it is 
hereby agreed that in case of danger, damage or disaster re- 
sulting from fault or negligence of the pilot, master or crew in 
the navigation or management of the steamer, or from latent 
OT other defects, or unseaworthiness of the steamer, whether 
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existing at time of abipment, or at the beginning of the voyage, 
but not diecoverable by due diligence, the consigneea or owners 
of the cargo shall not be exempted from liability for contribu- 
tion in General Average, or for any special charges incurred, 
but, with the shipowner, shall contribute in General Average, 
and shall pay such special charges, as if such danger, damage 
or disaster had not resulted from such fault, n^ligence, latent 
or other defects or unseaworthiness. 

IT IS ALSO MUTUALLY AGREED that this shipment 
is subject to all, the terms and provisions of, and all the ex- 
emptions from liability contained in, the Act of Congress of 
the United States, approved on the 13th day of February, 1893, 
and entitled "An Act relating to the navigation of vessels, 

IT IS ALSO MUTUALLY AGREED that the value of 
each package receipted for as above does not exceed the sum 
of one hundred dollars unless otherwise stated herein, on which 
basis the rate of freight is adjusted. 

The Harter Act referred to in the bill of lading provides 
that the vessel owner is liable in case of loss or damage aris- 
ing from (1) "negligence, fault, or failure in proper loading, 
storage, custody, care, or property delivery"; (2) from fail- 
ure "to exercise due diligence, properly equip, man, provision 
and outfit" his vessel; (3) from failure to exercise due care 
in making his vessel "seaworthy and capable of performing 
her intended voyage." The vessel owner is not liable, how- 
ever, for losses resulting from the uneeawortliy condition of a 
properly inspected vessel even should it later appear that it 
was unseaworlhy before leaving port, nor for losses resulting 
from errors of navigation, provided reasonable care was taken 
in providing the vesseFs ollicers and crew. 

The vessel owner being free from liability for loss result- 
ing from the principal risks encountered at sea, it is impor- 
tant that the shippers insure their cargoes. They may, more- 
over, find it desirable to insure prepaid or collectible freight 
moneys, for ocean bills of lading in many cases contain a 
clause to the effect "that freight prepaid will not be returned, 
goods lost or not lost," and another providing "that full 
freight is payable on damaged or unsound goods." 
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The perils or risks against which protection is granted in 
marine insurance policies may be grouped as follows: (1) 
So-called "perils of the sea"; (2) fire; (3) jettison, i. e., the 
sacrificing in time of need of a portion of the cargo or vessel 
property for the common safety of the remainder; (4) bar- 
ratry which in case of cargoes has reference mainly to theft by 
officers or crew; (5) losses resulting from men-of-war, ene- 
mies, pirates, rovers, thieves, reprisals, takings at sea, arrests, 
restraints, etc., which in present-day practice refers mainly 
to war risks; and (6) "all other perils, losses, and misfor- 
tunes that have or shall come to the hurt, detriment or dam- 
age of the vessel or cargo." 

The usual cargo and freight policy does not protect the 
shipper against all possible perils, for the last-mentioned 
clause is not all-inclusive. It is iuterpreted so as to include 
only such other perils as are similar to those especially stated 
in the preceding policy clauses. The general cargo policy 
does not relieve the shipper from losses due to an inherent 
defect of the commodities sliipped or resulting from natural 
deterioration, or wear and tear. Cargo policies, moreover, 
usually provide that no insurance will be paid unless the loss 
or damage to a particular commodity exceeds a stated per- 
centage of its value. 

It is possible, however, upon payment of increased pre- 
mium mtcs demanded by the insurer, to attach special clauses 
to a marine policy, covering almost any conceivable peril, for 
"nowadays all sorts of claujies may he written into a policy of 
marine insurance, including loss from earthquakes, pilferage, 
and leakage of liquids; protection on the wharf while awaiting 
shipment, delivery, or transshipment; breakage, risks from 
the manxifacturers' plant by inland rail through by trans- 
oceanic vessel and interior transportation to the warehouse 
of the consignee, and even risk by mule-back transport over 
the Andes." ' 

The losses which arise from the perils mentioned above 
may take various forms. ( I ) The loss may be a "total loss" 
cither "actual" or "constructive." The former occurs when 

'B. O. Hough: Ocean Traffii: aivd Trade, p. 203. 
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the cargo is actually l»st, completely destroyed, entirely re- 
moved from the possession of the owner, or bo badly damaged 
aB to be of practically no value. A constructive total loss of 
cargo occurs when the goods "fail to arrive at the port of 
destination, and when the cost of restoring any Iobb or damage 
and of forwarding the cargo to its final destination, amounts 
to more than the goods are worth after tlius being repaired 
and forwarded," or when they are bo situated that the expense 
of saving them would amount to more than their value after 
the expenditure is incurred,' 

(3) In contrast with total lossea, a partial loss of cargo 
or freight may occur, such losses being settled either in ac- 
cordance with the "general average" or "particular average" 
rules. The maritime laws of nations provide that losses re- 
sulting from the voluntary and deliberate sacrifice of any 
interest for the common safety of the entire vessel, cargo and 
freight shall be prorated among all benefited interests, i. e., 
it shall be aettled in accordance with the "general average" 
rule. When cargo, masts and rigging or other parts of ves- 
sels, for example, are thrown overboard, when the vesBel is 
stranded, or, when in case of fire, water losses are suffered for 
the common good, all parties gaining by the sacrifice must 
bear a proportionate share of the loss incurred. 

(3) A partial loss of cargo or freight may also result 
from an accident as distinct from one resulting from an order 
given by the vessel's master, in which case the "particular 
average" rule is applied. Commodities may, for example, b« 
damaged by coming in contact with sea water or they may be 
crushed during a storm. Such losses are not sustained for the 
common safety; they concern none but those especially inter- 
ested in the damaged commodities and those alone are obliged 
to bear whatever loss or damage is incurred. Marine policies 
frequently do not cover such loss unless it exceeds an agreed 
percentage of its value. 

(4) A partial loss may also he declared as a result of 
salvage which is the amount granted by law and custom to 
third parties for the saving of life and property at sea. Such 

'8. S. HT'ebner: Property InBuranee, p. 303. 
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losses are apportioned among all the benefited intereBts as in 
case of general average. 

There are many different types of cargo and freight poli- 
cies, for there are many underwriting associations and com- 
panies and widely varying needs. Thus there are general 
"cargo," '^ake cargo," "river cargo," "cotton," "freight," 
"war risk," etc., policies, A copy of a typical general cargo 
policy issued by an American company is reproduced in 
Form No. 39. 

Policies which specify the actual value or agreed value of 
the commodities insured are known as "valued" policies, and 
those which omit to do so, as "open" policies. Moreover, 
policies which specify the name of tlie vessel in which the 
commodities arc transported are "named" policies, while those 
which do not specify a particular vessel are "floating" pol- 
icies. Those which cover a specified voyage are "voyage" 
policies, in contrast with the "time" policies which provide 
protection for a period of time. Policies may lastly be classi- 
fied as "interest" or "wager" policies, according to whether 
the insured has or has not a real insurable interest in the com- 
modities insured. The latter type of policy is not enforceable 
by law and its fulfillment depends upon the underwriters' 
honor, for it is one of the fundamental principles of insurance 
law that a policy must represent an insurable interest. 

As in the case of fire insurance it has become a conomon 
practice to issue marine insurance certificates against cargo 
policies, so as to avoid delay and inconvenience and afford 
immediate protection to consignees. These certificates, which 
are similar to those issued in connection with fire insurance 
policies,' may, moreover, be used when international settle- 
ments are made by means of documentary bills of exchange. 

The sources of marine insurance in the United States in 
80 far as they concern cargoes or freight which has been pre- 
paid or is collectible are threefold; (1) foreign marine or 
fire and marine insurance companies, which underwrite more 
than a majority of the total risks; (2) American companies, 

'See Form 38, p. 312. 
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most of which conduct a fire as well as a marine insurance 
business, and in contrast with their foreign competitors em- 
phasize, mainly their fire business; and (3) the Bureau of 
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War Risk Insurance of the United States Treasury Depart- 
ment, created by an Act of September 2, 1914, to insure the 
war risks of vessels, cargoes and freight moving under the 
American flag. The cargo policy which is reproduced in Form 
No. 40, allows how the bureau underwrites war risks 
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sively, marine risks being left to private insurance concerns. 
In addition to these sources, large navigation companies some- 
times operate self-insurance funds but such plans do not as ft 
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rule include the insurance of shippers' cargoes and prepaid or 
collectible freight. Shippers may obtain marine insurance 
direct from the insuruiito companies, through iusurance 
agents or brokers wiio are located at all important ports. 
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and in some cases the steamship lines will take out the neces- 
eary inenraiice for the shippers. 

Cargoes shipped in sailing vessels or in coastwise barges 
which taiie the outside or open sea route, and deck loads, are 
sometimes shipped without marine insurance or are pro- 
tected only against fire losses. The great majority of all car- 
goes, however, are regularly insured so as to reduce the ship- 
per's and consignees' risks to the minimum. In e.i.f. ship- 
ment the shipper bears the cost of the insurance, because he 
is in this case required to quote a net price which makes full 
allowance for "cost, insurance and freight." In an f.o.b. 
(free on board) shipment, on the contrary the insuraace cost 
falls upon the consi^ee. 



Inbubancb the B&8IB OF Financial Settlement 

The fimctioD of insurance as the basis for financial settle- 
ment is in greatest evidence in the oversea trade because this 
trade is conducted over water routes and because the docu- 
mentary bill of exchange is the most widely used method of 
international settlement. Such bills of exchange are not ac- 
cepted unless they have attached to them an order bill of 
lading, an invoice and a marine insurance policy or certifi- 
cate. Other forms of international settlement are less di- 
rectly dependent upon marine insurance, yet the protection 
of the commodities shipped also affects the establishment of 
an open account or the issue of commercial and finance bills. 
Shippers would be far more apt to demand cash with their 
orders if the commodities to be shipped could not be insured 
against loss at sea. 

Marine insurance similarly affects domestic settlements in 
ease of shipments via inland or coastwise water routes. Do- 
mestic settlements as a whole, however, depend less upon the 
insurance of the commodities bought and sold because the 
railroads who transport much the larger share are legally 
obliged to act as insurers en- route and therefore obviate the 
need of attaching an insurance certificate to a domestic docu- 
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meutarj draft when eettling for commodities shipped by raiL 
It is obvious, however, that the insurance of farm crops when 
stored or handled in warehouses, elevators, mercantile eetab- 
lishments, mills, factories or elsewhere until finally disposed 
of, frequently has a hearing upon the arrangements for fi- 
nancial settlement. 
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CHAPTER XVI 

THE FINANCING OP CB0P8 

An important part of the organization of the trade in agri- 
cultural products IB the necessary financial organization. The 
various steps in the financing of the country's crops may, for 
purposes of description, be subdivided into: (1) rural credit, 
(2) dealers' loans on produce, (3) the place of hedging In 
crop financing, (4) methods of financial settlement and (6) 
the seasonal flow of crop-moving fimds. 

BtTKAL Credit 

The farmers who produce the agricultural crops are re- 
quired to take the first step in fiDancing them. Those who own 
their land and have sufficient resources to make necessary im- 
provementB, provide needed equipment, and carry themselvea 
from season to season without borrowing, can finance their 
crops from their own funds. There are many others, however, 
who arc required to operate on credit. This is particularly 
true of tenant farmers, owners of farms only partly paid for or 
unimproved, and those who are financially weak, but there are 
also many progressive landowning farmers who borrow funds 
for the same reasons that men engaged ' in other industries 
operate on credit. It is estimated that the agricultural debt 
of the United States is no less than five billion dollars.^ 

loi^term Hortga^ Credits. — Rural credit is of two 
quite distinct kinds which differ as regards length of time, 
purposes and sources. Long-term credits are required in OT- 

* O. K. Holmes (Chief DiviBion of Production and Dutribution, 
U. 8. Department of Agriculture): "The Sources of Bural Credit 
and Extent of Bural Indebtedueas. " 
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del to purchase farm lande, make permanent improvements 
and occasionally to equip farms. They are based upon 
farm mortgages and in 1910 they aggregated about $2,793,- 
000,000, or 55.9 per cent, of the country's total farm in- 
debtedness. 

The principal source in the case of purchase money is the 
individual Geller from whom the farmer purchased liis land, 
while long-terra credit to be used for other purposes is ob- 
tained mainly from Io4:aI banks and trust companies not under 
the National Bank Act, neighboring farmers,' individual 
lenders in nearby cities, and loan agencies representing insur- 
ance companies. There arc also certain large outside land 
mortgage banks which make a business of issuing land de- 
bentures secured by farm mortgagee. Eight states — Idaho, 
Indiana, Iowa, North Dakota, Oklahoma, Oregon, South Da- 
kota and Utah — make loaus on farm mortgages, the loans be- 
ing limited, however, except in the case of Utah, to such sums 
as are part of an irreducible school fund.* In 1914, more- 
over, the state of New York providotl for the creation of a 
"land bank" to bo associated with local mortgage credit asso- 
ciations, and legislation providing for the organization of local 
credit unions has also been enacted in Massachusetts and 
Tesas. Limited loans on farm mortgages have likewise been 
made by the Jewish Farmers' Cooperative Credit Union, and 
some rural loans have been made by the building and loan 
associations which have become so important in the purchase 
of city real estate. 

Sbort-tKnn Eoral Commercial Credits. — Distinct from 
these long-tonn mortgage loans are the short-term loans 
which are designed to carry the farmer from one crop sea- 
son to another, to enable him to hold his crops for favorable 
prices, and in some cases to purchase equipment. They are 
variously based upon <'rop liens, eliattel mortgages, single 
or indorsed notes, unsecured book accounts, and miscellaneous 
farm property, warehouse receipts or securities. 

• WiBCOnsin State Board of Public Affairs {William M. DutFos) : 
"Iteport on Agricultural Settlemeut and Farm Ownorghip," Part I 
on State Loans to Farmers (19ia). 
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It was estimated that in 1910 farm loans aggregating $3,- 
207,000,000 were either unBecured or baeed upon collateral 
other than real-estate mortgages. Loans amounting to about 
$390,000,000 were baeed upon cotton crop liens, the cotton 
growers — particularly in the eastern cotton belt — pledging 
their growing crop with local merchants, banks or landlords 
and central cotton factors for advances of funds or supplies.' 
Crop liens to the extent of $450,000,000 were similarly util- 
ized by growers of leaf tobacco, grain, fruit aud other farm 
produce. Loans aggregating $700,000,000 were based upon 
chattel mortgages, that is, liens on livestock, farm machinery 
or other personal property of farmers pledged chiefly to local 
banks, local money lenders, and in the case of some "cattle 
loans" to central commissi on men. Open book accounts with 
iocal merchants provided short-term loans of supplies, ma- 
chinery, etc., aggregating $250,000,000; and other miscel- 
laneous farm loans amounting to $417,000,000 were also ob- 
tained. 

Shortcomings of Farm Credits. — It is evident from the 
above statement that farm credit is by no means an insignifi- 
cant phase of crop financing in the United States. Yet there 
are many farmers who have experienced difficulties in obtain- 
ing the amount or kind of credit or the favorable terms de- 
sired, thereby hampering to some extent the purchase, im- 
provement and equipment of farm lands and obliging many 
farmers to dispose of their crops at times when in their judg- 
ment the market prices are unfaTorable. 

The specific obstacles most frequently complained of are 
various: (1) A fundamental difficulty has been the inade- 
quacy of the sources of farm credits. About six-sevenths of 
the country's farm loans are derived from strictly local and 
nearby sources such as local banks, general stores, neighboring 
farmers and local money lenders. Only about one-seventh of 
the credit is supplied from outside sources. The resources 
of the great banking and financial centers of the United 
States have entered the field of rural credit in but a limited 
degree. 

'Sec chap, v, p. 105. 
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The national banks were until the enactment of the Fed- 
eral Beserve Act of 1913 prohibited from loaning on real es- 
tate or accepting as commercial paper the farmer's promiasorj 
notes running over ninety days. The first of these provisions 
debarred such banks almost entirely from long-term farm 
loans, and the second seriously limited their usefulness as 
sources of short-term credit because a loan for ninety days 
is nsoAlly of insufBcient length for agricultural purposes. 
Commercial banks, moreover, aside from any legal require- 
ments, have preferred industries the wares of which move 
more constantly and can be turned over daily or on short 
notice. 

The Act of 1913 remedies the legal situation in part by 
permitting national banks not situated in central reserve 
cities to make loans based on improved and unencumbered 
farms situated within their respective districts, for periods 
not exceeding five years and amounts not exceeding 50 per 
cent, of the farm's value, the total not to exceed 25 per cent, 
of the bank's capital and surplus or one-third of its time de- 
posits. It also permits reserve banks to rediscount notes, 
drafts and bills of exchange issued for farm purposes or based 
on livestock, provided that the maturity does not exceed 
six months or the total does not exceed in amount such per- 
centage of its capital as is to be fixed by the Federal Reserve 
Board. 

(2) There has been some difBculty in obtaining farm 
credits of satisfactory term length. The returns of insur- 
ance companies, for example, show that in case of long-term 
loans the usual length of farm mortgages is five years, al- 
though some of them run for periods of seven to ten years. 
What many farmers desire for purposes of purchase and per- 
manent improvement is a loan running for a period of from 
SO to 35 years so as to extend practically from one farm gen- 
eration to another. Such credits are provided by some of the 
land mortgage companies which issue mortgage debentures, 
but such concerns have since the nineties been limited in num- 
ber. Those farmers, moreover, who desire short-time loans, 
often require a term exceeding 90 days and therefore find a 
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poor market for their notes as compared with the commercial 
paper issued in industries not so dependent upon seasonal 
crops. 

(3) In man; parts of the United States the trend of dis- 
cussion concerning farm credits is directed principally toward 
the reduction of interest rates and other incidental costs. 
The average rate of interest on farm loans in the United 
States is about 7.75 per cent., ranging from an average of 5,8 
per cent, in New Ilampehire to 11.58 per cent, in Oklahoma. 
Nominally they do not exceed the interest rates paid in cities, 
except in a minority of instances, but there are frequently in- 
cidental costs which result in the payment of exorbitant real 
interest charges. To circumvent the maximum interest rates 
established by law the sums stated in farmers' notes sometimes 
are made to exceed the amount actually loaned, or two notes 
each requiring the payment of interest may be drawn, ona 
in favor of an outside loaning institution and the other in 
favor of the local agency, the notes being based respectively 
on a first and second mortgage. At times there are also 
commissions, abstract costs and renewal fees. In the 
case of open-book credits or loans of supplies or implements 
secured by crop liens, exorbitant usury is sometimes con- 
cealed in the prices which are charged for the wares so ad- 
vanced. 

(4) In case of crop liens an additional source of com- 
plaint, particularly in the cotton states, frequently arises from 
the growers' loss of control over the sale of his crops, as re- 
gards both method and time of sale. 

There has in recent years been much agitation in favor 
of various kinds of rural credit reforms, such as government 
or state loans, land debenture banks and cooperative credit 
banks, unions or associations. Detailed studies have been 
made of the cooperative credit plans of Germany, France, 
Italy, Austro-Hungary, Bussia, Switzerland and other for- 
eign countries.' 

^See Lorenzoni: Outline of European Credit SjEtems; Herriek 
and In^Ue; Bnral Credits; iDteruational Institute ol Agrieoltur*: 
Outline of European Cooperativ« Credit Sjstema. 
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Dealebs' Loans on Pbodccb 

Having financed the farmera' crops before they are har- 
veeted and before they have left his premises, a second phase 
of crop financing arises after they have been shipped to mar* 
ket. Again those farmers who have adequate resources of 
their own may, if they do not wish to sell at once, ship their 
crops to the markets, store them in warehouses or elevators 
and ultimately dispose of them without outside assistano^ 
There are others, however, who cannot hold them without 
receiving loans or advances. Such farmers may store their 
grain, cotton, tobacco or other farm products in recognized 
warehouses, elevators, or other storage places and obtaio 
credit either from the banks direct or through the warehouse- 
men or commisaionmen baaed upon warehouse receipts or 
other evidence of crop ownersliip. At times there ia complaint 
that farmers are not able to contract such loans as readily 
as produce dealers and some of the cotton unions of the 
South have endeavored to remedy the situation by providing 
cooperative warehouses and establishing definite banking con- 
nections, but the Department of Agriculture reported in 191& 
that on the whole but one-fourth of the farmers holding ware- 
house receipts use them for the purpose of obtaining credit. 
Much the larger portion of such loans or advances are nego- 
tiated by dealers and other crop purchasers, rather than by 
the growers, who in the majority of instances sell their crops 
to local buyers or ship them to central markets for immediate 
sale. Most of the farmers who wish to hold their crops for 
higher prices store them on their own premises; it is the 
exceptional farmer who stores them in central warehouses 
and uses them as collateral for loans. Dealers or other buyers 
on the contrary, in order to provide the immense amounts 
of cash required to buy the crops as they are offered by the 
growers, and who store large quantities, frequently pledge the 
stored products as collateral for loans, 

Iioans on Grain.— Local dealers obtain such credit at 
timesj but since they usually dispose of most of their holdings 
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shortly after acquiring them, it devolves mainly upon the 
dealers at the central markets to contract loans of this kind. 
Vast quantities of grain are stored in the central elevaloTB at 
the primary and sealward markets by elevatormen and central 
grain dealers to be held until they are finally sold to domestic 
mills or exporters. Meanwhile much of this grain is pledged 
to banks as the basis for loans, the elevator or warehouse re- 
ceipts being accepted as evidence of ownership. This so- 
called "grain paper," being based upon receipts which are 
carefully regulated by law in the western grain states, the 
entire trade conduct of the public elevators in fact being sub- 
ject to state and exchange control,^ is readily accepted in all 
ordinary times by many western banks. Indeed some western 
grain paper is also placed in the eastern banks of the United 
States and in Canadian banks through commercial paper 
brokers. 

Cotton Loans. — The practice of cotton buyers is similar 
to that of the central grain dealers, although the issue of 
cotton warehouse receipts is on the whole less subject to pub- 
lic or exchange regulation. The bases of cotton loans differ 
at the various points in its passage from grower to spinner. 
When bought at the gin, "gin ticketa" issued by the ginning 
concerns may be pledged at banks for loans of funds; when 
held at a cotton compress, the "compress receipts" may be 
similarly used; and when stored in warehouses either at the 
various interior points of concentration, or at the cotton ports, 
the warehouse receipts become the basis for loans. When 
moving from gin to compress or compress to central market 
before final sale and shipment to spinner or importer, the 
railroad bill of lading may be substituted for the storage re- 
ceipts as evidence of ownership and be used as collateral for 
bank loans or advances from cotton factors. 

Leaf Tobacco and Wool Loans. — Similarly leaf tobacco, 
wool or other produce suitable for storage, is frequently 
pledged as collateral for loans or advances either directly with 
banks or indirectly with warehousemen or central commission- 
men. The proprietors of the auction leaf tobacco warehouses 

' See chap, iv, p. 65. 
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of the South frequently make advances od stored leaf, they 
in turn obtaining loans from local banks, and during the 
*1eaf tobacco war" of 1904-1905 the growers of some districts 
acting in union obtained loans from outside (New York) 
banks which accepted a lien on the tobacco. Wool stored at 
the large eastern and middle- western central wool markets 
is also pledged for bank loans by the central wool dealers, and 
in case of consigned wool is sometimes offered by local dealers 
or growers to obtain advances from commission houses. 

Cold Storage WarehooBe Loans. — Farm produce of aU 
kinds suitable for storage and held in cold storage warehooBes 
is at many central produce markets regularly pledged by cen- 
tral produce dealers, and occasionally by local shippers and 
growers, to obtain credit. The loans are sometimes obtained 
from the cold storage warehousemen who are in a better posi* 
tion to judge produce values and corae into closer business 
contact with their clients than the banks. Their loaning 
function, moreover, is regarded as a convenience by both 
client and banker, and tends toward careful warehouse man- 
agement. The bankers to whom they in turn go for credit 
generally fall into three groups: those who readily loan on 
produce upon presentation of storage receipts, tiiose who 
loan only after examination of the stored produce, and those 
who refuse to accept cold storage produce as the basis for 
credit or do so only sparingly. 



The Place of Hedging in Chop Finanoino 

The practice of hedging spot grain and cotton transac- 
tions on the speculative exchanges is a further step in the 
financing of the speculative crops.' By enabling grain and 
cotton buyers to distribute the risk of price changes aniong 
produce speculators and insuring themselves against loss of 
trade profits, they are able to operate on narrower price mar- 
gins, pay the farmers relatively higher prices, enter into con- 
tracts calling for the delivery in tlic future of grain and cot- 



' For description of hedging see chap, vii, p. 156. 
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toD Dot possessed at the time, purchase almost unlimited quan- 
tities for storage, and strengthen their financial standing and 
credit. 

The extent' to which dealers can pledge grain or cotton 
in order to obtain loans from banks is greatly enhanced by 
the practice of hedging which reduces the danger of logges 
OQ the part of grain and cotton buyers, and by the existence 
of organized exchanges where large quantities of produce so 
pledged can if necessary be sold in the shortest possible time. 
Hedging similarly affects credit accommodations not baaed 
upon produce liens, for it generally reduces the risks of the 
grain and cotton trades. 



Methods op Financial Setti-bment 

Bomestio Settlements. — Sales of farm products in the spot 
produce markets of the United States are settled in various 
ways: (1) Sales of grain, cotton or other products sold be- 
fore sliipnient may be settled by using a railroad order bill 
of lading. Such bills of lading are made out to the order of 
the shipper and require the consignee to present the properly 
indorsed original copy to the railroad before the latter may 
deliver the goods to him. The original or yellow copy may 
therefore be taken to the shipper's local bank and when ac- 
companied by an invoice, and in case of water transportation, 
by a marine insurance certificate, may be used as the basis 
for a draft drawn on the consignee or on another bank in 
which he has established a credit. The draft may call for 
jiayment at sight, or for periods of say 30, 60 or 90 days, and 
it may be drawn so as to require actual payment before de- 
livery of the indorsed bill of lading or "for acceptance." 
In the latter case the consignee is obliged to appear at the 
bank at destination and formally accept the draft in order 
to obtain the bill of lading but need not settle for the products 
until the draft matures. By using the order bill of lading 
the shipper may, however, obtain imnic<liate payment for his 
shipment through regular banking channels. 
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(2) In case of farm products consigned to a comnussion- 
man, broker or factor as is commonly done in the livestock 
and fruit trades and not infrequently in the grain, cotton, 
leaf tobacco, wool and other agricultural trades, the commis- 
sion concerns usually settle with the purchaser, and after de- 
ducting their commission or brokerage fee, transportation 
costs and any other shipping or trade costs chargeable to the 
products sold, send the shipper an itemized statement and a 
check or draft covering the balance due, 

(3) Shippers of farm staples may also run open-book ac- 
counts for buyers, particularly with concerns making frequent 
purchases, settlement being made periodically or upon pres- 
entation of bill. 

(4) The buyer of farm products may settle with the ship- 
per through the use of so-called commercial credit bills, which 
are drafts drawn by him on a bank as a commercial credit. 
Such drafts have no documents attached to them, but are 
merely drawn on the bank which has agreed to accept them 
for payment with the understanding that the customer will 
put the bank in funds before the draft falls due. The bank 
may extend such credit without collateral, or it may require 
security in the form of bills receivable, claims against cus- 
tomers, merchandise or similar collateral. 

(5) Settlement may also be made through "finance billB" 
which are drawn agaiust stock or bond collateral deposited 
with a bank. Finance bills are more commonly used by banks 
than by merchants and arc therefore often known as bankers' 
bills, but sometimes they are also used for purposes of com- 
mercial settlement, 

(6) Cash produce transactions may also be settled by re- 
quiring cash payment on delivery or cash with order. Offers 
of a discount may be made to induce cash payments, and 
sometimes it is requested that shipments shall be partly paid 
for by cash with order, the remainder, to be paid in accord- 
ance with some one of the preceding methods of settlement. 

Settlement of Agricultural Exports and Imports. — All the 
methods of settlement enumerated above are utilized also 
in the agricultural export and import trades, but in these 
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trades the eettlementa based upon the export or import bills 
of lading are of paramount importance. The common practice 
is to draw a draft, known in the foreign trade as a bill of 
exchange, either upon a 'designated bank or upon the con- 
signee, the bill having attached to it the original ocean or 
rail-ocean bill of lading, an invoice showing the nature of the 
products, and a marine insurance certificate. Such drafts are 
known as documentary bills of exchange. When drawn upon 
a bank it means that the purchaser has established a "eon- 
firmed bankers' credit" at some recognized bank in London, 
Paris, New York or other European or American banking 
center, which upon receipt of the bill with proper documents 
attached will either pay it on sight or accept it for payment 
upon maturity. Documentary bills of exchange drawn direct 
upon the consignee are less commonly used in the foreign 
trade, but they too may be drawn either for payment or for 
acceptance, the former bill requiring payment before delivery 
of the bill of lading and the latter permitting such delivery 
upon formal acceptance by the consignee who thereby obli- 
gates himself to settle the bill when it falls due at the end 
of say three or four months. Documentary bills of exchange 
are particularly adapted to the foreign trade for they reduce 
the element of risk to both shipper and consignee and enable 
the shipper to obtain hia money as soon as the goods are for- 
warded. They are particularly useful as a safe method of 
extending credit to foreign buyers. 

It is custonmry to execute the bills of exchange and all 
attached documents in duplicate and to forward them in 
separate mails bo as to minimize the risk of loss in transit. It 
is also important that the attached bills of lading should 
represent actual commodities to the amount specified in the 
bill and invoice. The use of fraudulent and worthless cotton 
bills of lading severely disrupted the financing of cotton ex- 
ports in 1911. 

A variation of the documentary bill drawn on a confirmed 
banker's credit is the so-called "Oriental letter of credit" 
which is sometimes used in llie trade with far-eastern coun- 
tries. In this ease the foreign merchant at the time tlfl 
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orders the American products supplies a letter or Btatemeot 
whict is merely an advice to the New York bankers acting as 
correspondents of the far-eastern bankers that it will probably 
be safe to purchase drafts drawn on'the Oriental firm in ques- 
tion up to certain amounts. No actual confirmed credit has, 
however, been cstabliEhcd in this caso and the drawer is not 
relieved from responsibility, for the advice is not an actual 
letter of credit.' 

Commercial credit bills are sometimes used by large ex- 
porting and importing firms. Foreign finance bills are also 
used, particularly the so-called "house bills" which are drawn 
by American firms on their own branches in Europe, but are 
now less freely drawn than in the past.* Open accounts are 
mn far less commonly than in the domestic trade. Cash pay- 
ment with order is seldom required for it is customary to 
grant credit in the foreign trade; and settlement through 
foreign commiseionmen is unimportant because agricultund 
products are seldom shipped abroad on consignment. 



The Seasonal Flow op Crop-movino Funds 

Until recently one of the pronounced phases of crop finan- 
cing was the seasonal flow of bank funds — westward during 
the crop-moving mouths and eastward after the bulk of the 
crops had been sold. Vast quantities of cash are needed in 
the western grain states during the summer and fall months 
when cash is required to pay for the millions of bushela of 
grain which are then marketed by such farmers as do not 
hold their crops for sale in later months. Until the later 
'nineties much of the money sent to the West for crop-moving 
purposes consisted of eastern bank deposits, the western banks 
being unable to provide sufficient cash from their own re- 
sources. Later the western banking situation was greatly 
improved, and it was no longer necessary to the same extent 

'B. O. Hough: Ocean Traffic and Trade, p. 398. 
■p. M. Warburg; "The Discount Syatem in Europe," National 
Voaetuj Commigdoii Beport, p. 13. 
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to call upon the eastern banks for aasistance. The seasonal 
flow of funds contiDued, however, for many western banks 
regularly sent a portion of their reserves eastward during the 
dull season, but called upon the eastern banks for its retura 
during the crop-moving season. 

It is at this point that the grain and securities markets 
are interrelated, because many of the funds flowing eastward 
during the dull season are loaned to brokers and dealers in 
securities for the purchase of stocks and bonds. Many other 
factors affect the security market, but in so far as it depends 
upon the condition of the money market, the eastward flow 
of funds tends to stimulate security dealings and the west- 
ward flow to depress them. The interrelation was especially 
manifest during the flnancial panic of 1907 when a money 
stringency prevailed and many eastern banks refused to return 
to the western banks the surplus funds which they needed to 
flnauce the crops. Had the call of the western banks been 
heeded the prices of securities would have suffered even more 
than thej did. As it was the price of grain was abnormally 
depressed because of lack of sufficient crop-moving funds, 
and for a time the grain trade was demoralized. 

In recent years the seasonal flow of bank funds has been 
less noticeable, alike because the western banks have been less 
willing to repeat their experience of 1907 and because it is now 
less necessary for them to seek outside sources of proflt after 
the crops have been marketed, and less necessary to seek the 
assistance of eastern banks. The Federal Reserve Act of 1913 
will affect the seasonal flow of bank funds somewhat, for 
it provides that after thirty-six months from date of the 
establishment of a federal reserve bank in any district no por- 
tion of the legally required reserves of any bank organized 
under the Act may be held anywhere except in the bank's own 
vaults or in those of the federal reserve bank of the district 
in which it is situated. 
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CHAPTER XVII 

PEICES OF AOEICULTUBAL COMMODITIES 

No phase of the trade in farm products haa in recent years 
caused more discussion than the rise in prices which producta 
have undergone since the year 1896. In discussing the extent 
of this rise and its causes, and the factors which determine 
the prices of farm commodities it is advisable to bear in mind 
that the trade organization through which such commodities 
pass in their flow from farmer to consumer varies widely and 
that their prices change as they pass from the local to the 
primary or central markets of the interior and again as they 
pass to the final purchaser, who may be located in the interior, 
at the seaboard porta or other distant domestic markets, or in 
foreign countries. There is no uniform trade machinery, 
but as in the sale of other commodities it is possible to dia- • 
tinguish at least three primary groups of prices for niany 
of the great farm staples: wholesale or central market prices, 
growers' local prices and retail prices. 

Wholesale Prices 

Although the crops in many instances pass through the 
local markets before reaching the great central wholesale 
markets it is desirable to discuss wholesale prices first, as 
they constitute the basis alike of farm and retail prices. The 
wholesale prices are the standard in accordance with which 
ail other agricultural commodity prices are gauged. It is at 
the wholesale markets that price fluctuations are primarily 
determined. 

The wholesale markets for American farm products in 
most instances are threefold : the central or primary markets 
341 
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of the interior, the eeaboard markets, and the foreign 
wholesale markets. Their relative importance as price es- 
tablisherg varies, a limited group usually having a dominant 
position. In establishiug the wholesale price for American 
grain, for example, the primary grain markets of the interior, 
particularly Chicago, are dominant ; in the cotton trade, Liver- 
pool, New Orleans and New York ; in the domestic wool trade, 
Boston, New York, and Philadelphia; in the livestock trade 
the primary livestock centers of the Central West; while in 
the leaf tobacco, fruit and produce trades the importance of 
the various wholesale markets is more evenly balanced. The 
absolute prices of a given farm commodity differ at the vari- 
ous wholesale markets, but, except temporarily, such differ- 
ences merely reflect varying transportation, selling and other 
distribution costs, and in some cases import duties. Wholesale 
agricultural prices, especially in those trades where exchanges 
have been organized, are national, their entire level fluctuat- 
ing in relatively close harmony. The wholesale prices for 
grain and cotton, moreover, are practically world-wide be- 
cause of the extent of international trade in those staples, 
the well-organized condition of the world's trade in them, 
and tho larger amount of organized speculation. To a 
limited extent there is also a world wholesale price for wool) 
leaf tobacco and livestock. 

Price Index Numbers of Agricnltiiral Frodncta. — The 
standardized method of indicating the fluctuations of general 
price levels is in terms of index numbers based upon actual 
prices but expressed in percentages, and such index numbers 
have been computed for the wholesale prices of farm products 
from 1800 to the present time. Those for the year 1860 
to 1890 wore compiled by the so-called Aldrich Committee * 
of the United States Senate, and those for later years by the 
United States Bureau of Labor Statistics, which, as shown in 
Table XIV, has readjusted all of them with the average for 
the period 1890 to 18f)9 as 100. 

The table shows that the wholesale prices of farm prod- 

I, I>2d Cong., Fiuuies 
Com: ■ 
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ucts declined during the years 1892 to 1896, then advanced 
steadily until 1900, and thereafter fluctuated irregularly but 
gradually rose to an unusually high level. In 1913 they were 

50.7 per cent, higher than in 1890, 51.2 per cent, higher than 
in 1900, and 65.8 per cent, above the average prices of the 
decade 1890 to 1899. Not all the farm eommoditiea included 
in these index numbere underwent the same increase in 
prices, but the advance in all the great staples was substan- 
tial. As compared with the average for the period 1890 to 
1899 the wholesale prices of hogs (heavy) in 1913 showed 
an increase of 89. G per cent., of beef steers (dioice to prime) 

67.8 per cent., upland cotton (middling) 64,8 per cent., 
corn 64.3 per cent,, barley 53,1 per cent, oata 39,8 per 
cent., wheat 26,9 per cent., and sheep (western) 20.8 per 
cent. 

Table XIV, moreover, shows that the wholesale prices of 
farm products' have since 1896 increased to a far greater 
extent than the general level of all wholesale commodity pri(«s 
combined and more rapidly than those of any of the other 
groups into which the bureau classifies commodity prices. 
As compared with the increase of 65.8 per cent, in the rela- 
tive prices of farm products in 1913 over the average for the 
decade 1890 to 1899, the general commodity price level in- 
creased 35,2 per cent., food prices 37.1 per cent., the prices 
of cloths and clothing 23.7 per cent,, of fuel and lighting 42.3 
per cent., metals and implements 27,5 per cent., lumber and 
building materials 51.8 per cent., drugs and chemicals 24,1 
per cent., housefurniBhiugs 18.1 per cent, and miscellaneous 
commodities 37.1 per cent. 

Index Numbers of General Wholeaale Price LcTds, 
— Since the unusual or special increase in farm commodity 
prices as compared with the increase in the general level of 
prices is especially significant because of its bearing upon 
the causes of price changes, it is well to establish this general 
price level as definitely as possible. The principal wholesale 
commodity price index numbers, in addition to those pub- 
lished by the Bureau of Labor Statistics for the United States, 
are those compiled by Bradstreei's and by Mr. Thomas Gib- 
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bod;* for British wholesale markets by the London Econo- 
mist, and Mr. Augustus Sauerbeck; and for Canada hy the 
Canadian Department of Agriculture. As is shown in Table 
XV these index numbers register respective advances between 
the years 1900 to 1913 of 22.4 per cent., 17 per cent, 31.4 per 
cent., 27.2 per cent., 13.3 per cent., and 25,2 per cent.* This 
variation even as between the index numbers representing 
wholesale prices in the United States is due in part to the 
varying number of commodities and the wholesale markets 



Index Numbbrb • 



TABLE XV 
F Obneru. Wholbbale CoMUODrrr PiuCES 



Year 


U.S. 
Bureau 
of Labor 

Statis- 
tics 


Brad- 

Btrect's 


Gibson's 


London 
Econ- 
omist 


Sauer- 
beck's 


Cana- 
dian 
Labor 
Departs 
ment 


1900 

1901 

1902 

1903 

1904 

1905 

1906 

1907 

1908 

1909 

1910 

1911 

1912 

1913 


110.5 
108.5 
112.9 
113.6 
113.0 
115.9 
122.5 
129 5 
122.8 
126.5 
131.6 
129.2 
133.6 
135.2 


7.88 

7.57 

7.88 

7.94 

7.92 

8.09 

8.41 

8.90 

8.00 

8,51 

8.98 

8.7129 

9.1867 

9.2115 


44.2 
44,5 
53.5 
49.0 
48.3 
47.3 
49.8 
50.9 
54.2 
59.2 
59.3 
56.9 
62.6 
58.1 


2125 
1948 
2003 
2197 
2136 
2342 
2361 
2508 
2223 
2231 
2407 
2542 
2699 
2704 


75 
70 
69 
69 
70 
72 
77 
80 
73 
74 
78 
80 
85 
85 


log. 2 
107.0 
109.0 
110.5 
111.4 
113.8 
120.0 
128.2 
120.8 
121.2 
124.2 
127.4 
134.4 
135.5 


Increase, 
1900-1913. 


Per Cent. 
22.4 


Percent 
17 


Percent 
31.4 


Percent 

27.2 


Percent. 
13.3 


Percent. 
25.2 - 



'Continuation of those contpiteil hj Duti't until 1907. 

' The Times Annalist publishes index numbers of nholesale food 
prices showing an increase during this period of 40.4 per cent The 
Canadian index numfaers are given because agricultural eonditiona 
in Canada resemble those in the United Statoa in many respects; and 
the British index numberB are of value because the United Kingdom 
IB tlie largest foreign market for American farm products, and be- 
cause they are not restricted by protective import duties. 
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included in their computation. All of them indicate, however, 
that the general level of wholesale prices has advanced leas 
rapidly than the wholeaale prices of farm products. 

Wholesale Pbice Factors 

Though various distinct schools of thought have endeav- 
ored to attribute the general rise in prices, including agri- 
cultural as well as all other products, to some one cause, the 
preponderance of evidence tends to show that the rise in the 
wliolesalc price of farm commodities was due to a combina- 
tion of causes. 

1. The Qold Prodnction Theory. — A portion of the riee 

has doubtless been due to the increase in the production of 

gold and in the use of credit. According to this conception 

in its most approved form prices are the resultant of the fol- 

M V + M» V ' 

lowing formula.' P^ . In this formula M 

T 
equals the amount of money in circulation in the United 
States; M' the individual bank deposits subject to check; V 
and V their respective velocities of circulation ; and T the 
total volume of trade expressed in dollars. Each of these 
price factors were, after laborious research, estimated by Pro- 
fessor Irving Fisher,* and with the year 1909 as the basis 
the theoretical general prices for each of the years 1896 to 
1909 was computed. The parallel columns of Table XVI 
show how these calculated prices expressed in index numbers 
compared with the index numbers of actual prices, includ- 
ing the prices of securities and labor as well as of commodi- 
ties. 

All of the factors in the accepted formula changed dur- 
ing the period 189C to 1909 but those which changed to the 
greatest extent exerted the widest influence upon prices. The 

' Expounded and applied practkally by ProfesBorB E. W. Kem- 
Dierer and Irving Fisher. 

'See Irving Fisher: The Purchasing Power of Money (Beviaed 
1913), pp. S76-318. 
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amoont of money in circulation in the United States was 
estimated to have increased from .8? to 1.63 billion dollars; 
individual deposita subject to check from 2.68 to 6.75 billions; 
the velocity of money circulation from 19 to 23; and the 
velocity of check circulation from 36 to 54. The estimated 
volume of trade, (T), also increased from 209 to 399 billion 
dollare, but being the divisor the effect of this increase was 
to reduce prices. Of those factors which tend toward hi^er 

TABLE XVI 
Calcdlatbd Indbx NnHBESs 



Year 


Directly 
(P) 


.^?rsx 




63 
04 
66 
74 
80 
84 
89 
87 
86 
91 

m 

97 
92 
100 





























































prices the greatest gains were in the amount of money in cir- 
culation and in the velocity of check transactions. As stated 
by Professor Fisher: 



The four price-raising causes may t 
lowing order of relative importance: 



ranged in the fol- 



Escept for the growth of V, prices would have been 1 per 
cent, lower than they were. 



Except for the growth of — , prices would have been 23 
per cent. lowf^r than they were. 
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Except for the growth of Y*, prices would have been 28 

per cent. lower than Ih^ were. 
Except for the growth of U, prices would have been 46 
per cent. lower than they were. 
We conclude, therefore, that the growth of the velocity of 
circulation of money was a negligible factor in raising prices; 
that the relative growth of deposits and their velocity were 
large factors; and that the growth of mon^ was the largest. 
The importance of the growth of money as a price-raising fac- 
tor was, according to the above figures, almost exactly double 
that of relative deposits and a little over 60 per cent, greater 
than that of their velocity of circulation. 

Since the growth of M was largely dependent upon the 
increased production of gold it is readily seen how this ex- 
planation of the increase in prices came to be known as the 
"gold theory of prices." Its staunchest advocates, however, 
do not claim that the increased gold output was solely re- 
sponsible for the rising price level, for their calculations indi- 
cate that a portion of the rise was due to the increased ve- 
locity of check transactions. It is estimated that over 90 per 
cent, of the business of the United States is performed by 
checks and less than 10 per cent, by money. Increased credit 
transactions as well as the increased gold output was there- 
fore among the foremost causes of the general increase in 
prices. 

It is futile, however, to contend that the rise of the whole- 
sale prices of farm products or of any other special group 
of commodities was due solely to the causes considered in the 
preceding paragraphs. The above formula could at most 
Kerve to explain the increase in the general level of all prices 
combined. Yet the price of wheat, cotton or any other farm 
product or of any commodity whatsoever ia to some extent a 
special price which is only partly dependent upon the factors 
which establish a general level of prices. As was previously 
stated the prices of farm products increased to a far greater 
extent than the general level of all wholesale commodity prices 
combined, and there is wide variation between individual farm 
products as regards the extent to which their prices have ad- 
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vaDced. Similar variations a.\so occur between other cot 
moditics. While the index numl}crs of the Bureau of Lab 
Statistics show an advance of liO.5 per cent, in the price 
eggs in 1013 as compared with the average for the decai 
1890 to 1893, lard C8.3 per cent., bacon 88.7 per cent., dress 
beef (!2.4 per cent., yellow pine sidings 74 per cent., and whi 
pine boards (uppers) 113 per cent., the wholesale price 
men's boots and shoes increased but 33.6 per cent., houe 
furnishings 18.1 per cent., and the wholesale price of eon 
commodities such as sugar, news and wrapping paper d 
clined. All of these fluctuations varied widely from the a' 
vance in the general level of commodity prices. 

The unusual advance in the price of farm products w; 
only jmrtly due to increased gold production and the great 
velocity of check transactions. JforeoYer, the exact propo 
tion of the advance chargeable to these factors is not knov 
becauRe the opportunities for error in the theoretical pri 
cah-idations meiitioned above are obvious. That the calcul 
tioiis were made with exemplary care is admitted, yet eor 
of the priiu'ipal items are estiniatea rather than definite 
known facts. It is doubtful, for example, whether any i^ 
Ftntisticians, working iudciJemlcutly, would arrive at substa 
tially the same figure for "total volume of trade" in t 
United States (T in the price formula). The increase in t 
general level of commodity prices, likewise, ia not defiuit« 
estahlisJied, the advances shown by such general index nui 
bers as have been compiled presenting appreciable variatio 
(See Tiililc XV). 

2. The Forces of fiapply and Demand.— An importa 
cause of the special rise in the wholesale prices of farm coi 
niodities is the changing relation Iietween supply and demai 
Both of these price factors are in turn subject to iiuincro 
fundamental underlying influencca. 

The supjily of farm products ie a definite price fact 
but at different times different conceptions of it are opei 
tive. The ruling consideration in the minds of the buyi 
and sellers at the wholesale markets may be the acres 
plantc<1, the condition of the growiug crops, the visible sup] 
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in existence, or the total production of the year. The supply 
may, moreover, be derived from the farms of the United 
States, or partly from those of foreign agricultural countries. 
It is, likewise, not the actual supply of the moment which 
solely governs the prices of farm products, but also the judg- 
ment of the buyers and sellers at the ruling central markets 
as to the probable supply of the future. Traders are con- 
tinually discounting the future. Particularly is this the rule 
in the case of those commodities which are dealt in on well- 
organized exchanges and products which are not perishable. 

Whatever the ruling conception of supply may be at a 
given moment it ultimately depends upon the total available 
production of the crops, and this has in most cases declined 
relative to the country's needs. Production in the United 
States is especially important, for the foreign supplies of the 
grains, meat, animals and wool were until recently protected 
by import duties. From the statistics of production presented 
in earlier chapters it may be seen that during the years of 
greatest price increase the number of cattle, hogs and sheep 
in the TTnited States declined, and that prior to the 
year 1914 the crops of corn, wheat, barley, potatoes and 
wool increased less rapidly than the country's requirements. 
The crops of oats, rye, leaf tobacco, cotton and rice, on the 
other hand, continued to increase as compared with earlier 
years. It is significant tliat by far the greatest price ad- 
vances occurred in the case of cattle and hogs, and that with 
the exception of cotton, prices advanced to the greatest extent 
in those crops where production made least headway. 

A multitude of reasons for the reduced rate of and the 
actual falling off in the production of some of the great crops 
hai-B been assigned — increased land values, the movement of 
population into the cities, higher farm wages, decreased etfi- 
cioney of farm laborers and a general increase in cost of 
agricultural production, the relative absence of intensive farm- 
ing in the United States, in some instances depleted fertility 
and inadequate use of fertilizers, in others the scarcity of 
available pastures, or in the wool trade the competition with 
foreign growers. Many special forces influencing production 
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were mentioned in the earlier chapters dealing with partica* 
lar crops. Some writers attach particular importance to rain- 
fall, long extended cycles of rainfall being traced.' These are 
to be distinguished from the direct effect of rainfall and 
other weather conditions, and of crop pests and livestock 
diseases upon the sudden advances or breaks in crop produc- 
tion, and consequently upon the sudden price fluctuations 
which often occur between crop seasons. 

The direct bearing of supply upon the wholesale prices 
of farm products is seen in the eagerness with which buyers 
and sellers await crop and weather reports, and the immediate 
rise or decline of prices when unfavorable or favorable reports 
of this kind are received. It may also be seen in the etatifr- 
tics of production and prices.* In the absence of severe mone- 
tary stringency, war or other abnormal conditions, the prices 
of the great farm staples almost invariably rise when crops 
in the United States decline, and fall when crops increase. 

Indeed the prices of no otJier group of commodities are bo 
closely dependent upon the increase or decrease of the supply 
as are those of farm products, for with the exception of cotton 
and wool they are least subject to the influence of general 
business conditions. The wholesale prices of many mann- 
factured articles and raw materials for use in manufacture fre- 
quently increase rather than decline when their supply in- 
creases because the production of such commodities is great- 
est when iiulustry is prosperous and market conditions (de- 
mand) are favorable. When business is depressed the output 
of such products declines but their prices frequently fall 
ralber than advance because market conditions are then un- 
favorable. The supply of farm products on the contrary ig 
nut similarly gauged in accordance with business prosperity, 
the aim of farmers invariably being the growth of a bumper 
crop. 

It is impossible, however, to consider the effect of supply 

*H. L. Moore: Economic Cycles: Their Law and Canae, eJiapa. 
2 and 3. 

'See production and price Htatislica for years 1866 to 1911 In 
Moore : Ecgnomic Cyelei, pp. 89 to 92. 
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upon the price of farm products without at the same tipie 
considering the demand for them. Prices may rise even 
when a bumper crop is produced, and decline when the crop 
is small as compared with the preceding year, should the mar- 
ket demand for farm products suddenly expand in the former 
or shrink in the latter ease. Production may increase rapidly 
but if at the same time there is an even greater growth in the 
demand for farm products their prices will advance. In 1914, 
for example, large crops of grain were raised in the United 
States and grain prices would normally have been lower than 
in the preceding year, yet record prices ruled largely because 
the outbreak of the European War created an unusual demand 
for American grains and flour. Similarly cotton production 
gradually increased after 189fi, yet after 1902 cotton prices 
were higher than during the preceding twelve years, chiefly 
because the textile industries alike in the United States and 
abroad were rapidly expanding and created a demand which 
until the outbreak of the European War, with its depressing 
effects upon European textile mills, maintained th^ average 
price of raw cotton alrave ten cents per pound. 

The market demand for the farm crops cannot be con- 
cretely expressed in the form of bushels, bales or pounds, but 
it is nevertheless a very deflnite price factor dependent upon 
definite present or expected market conditions. Movements of 
population from the country to the city, the growth of popu- 
lation at home and abroad, the expansion or shrinkage of food 
requirements in food-importing countries, the development 
of the world's cotton and woolen mills, foreign tariff rates 
and inspection regulations, widespread wars which affect the 
demand for as well as the supply of the world's farm products, 
the state of business prosperity or depression, and the increas- 
ing or decreasing purchasing power of American and foreign 
consumers — all of these considerations which variously affect 
the market demand for farm products are considered by the 
army of buyers and sellers whose bids and oSers determine 
wholesale prices. As in the case of supply or production, the 
market demand for farm products is judged both from the 
standpoint of the present and of the future. The relation 
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between supply and demand is constantly being discount 
in the great wholesale markete. 

The increase of gold production and the changing rel 
tion between supply and demand have been principally i 
sponsible for the increase in the general level of prices ai 
for most of the apecial variations which have occurred in t! 
wholesale prices of farm products. There are other factoi 
however, some of which bear an important relation to whol 
sale prices. 

3. Speculation in "Farm Frodncta. — Ordinarily there a 
several conceptions of produce speculations-one referring 
the practice of purchasing or holding farm products for 
future rise in spot prices, a second to the making of contrac 
calling for the delivery or acceptance of spot produce at i 
agreed future time and price, and a third to the purchase ai 
sale of "futures" on the speculative exchange. The firet t\ 
forms of spec:ulation are not confined to the wholesale market 
even the farmers not infrequently discounting or speculatii 
on the future in these ways, and they are not confined to t 
trade in farm products. Such speculation is part and part 
of the process of fixing the wholesale prices of farm produ< 
in accordance with supply and demand. As was formei 
stated the supply which determines prices is not alone t 
amount which reaches the markets at the moment, but al 
the total available crop and the probable supply of the f utn 
aa shown by reports on acreage, crop conditions and weath 
influences, and the demand which determines prices is lik 
wise dependent upon probable future as well as present co 
ditions. Such i-poculation is universal and its effect is n 
artificially to advance or depress prices but to adjust the 
ill strict accordance with the conditions of supply and d 
mand as judged by the trade. It tends to eliminate eha 
fluctuations throughout the year and to base prices up 
probable future as well as upon present conditions, raUi 
than to arbitrarily raise or lower prices. 

It is against the third form of speculation, the dealing 
cotton and grain "futures" on the sjieculativc exchanges 
'^'"'t the charge of being an arbitrary price factor ia most f; 
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quently made. The effects of this so-called organized specu- 
lation upon spot prices has been more fully discussed in Chap- 
ter YII. Briefly summarized its usual effects are not to ar- 
bitrarily raise or reduce the level of spot prices at the whole- 
sale markets, but (1) to fully discount the future and thereby 
reach the level warranted by fundamental conditions sooner 
than it would otherwise be reached; (2) to steady prices; (3) 
to enforce, so far as possible a world price for cotton and the 
speculative grains; and (4) to reduce the margin between 
wholesale prices and the prices received by the farmers or 
paid by millers, spinners or other consumers. 

While these are the normal effects of organized specula- 
tion it sometimes exerts a temporary influence upon spot 
prices not warranted by actual conditions of supply and de- 
mand. Usually, however, the manipulation, corners and sim- 
ilar practices here referred to are the result of produce gam- 
bling rather than of legitimate speculation, 

4. Hanipnlation and ComerB.— While produce specula- 
tors ordinarily endeavor to profit by the skillful forecasting of 
natural market conditions, a gambling element sometimes ia 
able to temporarily manipulate the price of "futures" arti- 
ficially, and since spot and future prices are interrelated such 
manipulation may artificially inflate or depress the whole- 
sale prices of cotton and grain. That its effects, however, 
are temporary has been repeatedly shown by the refusal of 
spot prices to blindly follow unduly inflated or depressed 
"future" prices. 

Corners likewise affect prices differently than legitimate 
speculation, their intent being to compel the payment of in- 
flatcil prices. Real corners of actual grain, cotton or other 
farm crops, however, are fortunately rarely attempted because 
the probabilities of failure are great and the amount of capital 
required stupendous. Speculative corners, consisting in the 
cornering of the futures maturing in a particular month, 
occur more frequently and are more readily carried out, but 
their price effects are short-lived because the victims make 
speedy settlement. Spot prices in the central markets of the 
United States as a whole, moreover, do not follow the inflated 
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prices at which the futures of a particular moath may sell 
duriug a speculative corner. The price effects of such a cor< 
ner are limited alike in e)[f«nt and time. Its evils lie chiefl; 
in the losses of the victims who are "caught short" and ia the 
resulting mismanagement of legitimate hedging traiisactions. 

5. Combination and ConBolldation. — Though it is charged 
at times that the rise of prices in the United States is due to 
the exercise of monopoly power by combinations of producera, 
the influence of such combination upon the wholesale prices 
of farm products has never been of widespread importance. 
Many cooperative associations of grain, fruit, vegetables and 
livestock growers have been formed, but their primary price 
inSuencc has been upon growers' local prices aud upon grow- 
ers' profits rather than upon the wholesale prices paid in the 
central markets. Tliey have at times instilled competition 
into the local markets and they have enabled many growers to 
ship direct to the central markets, but they do not possess a 
monopoly power over wholesale prices and make no serious 
effort to inflate prices by withholding their crops from the 
market. Even the cooperative fruit exchanges which direct 
the shipment of fresh fruit have thus far endeavored to in* 
crease their members' profits by reducing distribution costs 
and gathering acL'urate information as to market needs rather 
than by endeavoring to dictate wholesale prices. CoiiperatiTe 
wool marketing has likewise had relatively little effect upon 
the prices paid at the leading central wool markets. 

The growers' unions which have sprung up in the cotton 
and leaf tobacco trades have, at times, had a somewhat 
greater influence on wholesale prices. The cotton unions have 
sometimes urged their members to adhere to suggested prices, 
to store their crop, restrict the output of cotton, and sell 
through cooperative warehouses. Their effect on wholesale 
cotton prices has sometimes been appreciable,* but has on the 
whole been of relatively minor importance and has never 
approached that of monopoly power. The cotton unions have 
been most active in years of declining prices and have en- 
deavored to prevent severe depressions rather than to font 

' See chap, v, p. lOS. 
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the payment of increaBed prices. The leaf tobacco growers' 
aBBociatioDs of the soathero states exerted an important in- 
Suence over prices during the years 1904 to 1908 when by 
storing their crops and restricting acreage they compelled 
the large tobacco manufacturers and exporters to pay a higher 
level of prices. 

While the increase in the prices of farm products has on 
the whole not been caused by growers' combinatioDs, it ie also 
true that few of them have suffered from combinations of 
buyers or industrial consolidations. There are no combina- 
tions of grain, cotton, wool, fruit or produce buyers or deal- 
ers and no flour, cotton, or woolen textile mill consolidations 
with a monopoly power suffidently strong to permanently de- 
press the prices ruling in the wholesale markets. All of these 
industries and trades are competitive. The presence of a 
limited number of large meat-packing concerns at the cen- 
tral livestock markets of the West greatly reduces the amount 
of competition at these markets, yet it is significant that 
wholesale prices of livestock have advanced to a greater extent 
than those of grain or cotton. Leaf tobacco prices are the 
only important exception to the general rule that wholesale 
prices of farm products have not been seriously depressed by 
the restriction of competition. The leaf tobacco prices of the 
years 1809 to 1903 were unduly low, partly because the 
growth of the so-called "tobacco trust" diminished the com- 
petition among buyers. 

6. Cold Storage. — The storage of fruits, eggs, dairy prod- 
ucts and many varieties of farm produce in cold storage 
warehouses has become an important price factor in that it 
levels the prices of such perishable commodities from one 
season to another. The storage of eggs, for example, creates 
a much increased market in the spring months when vast 
numbers of eggs especially suited to storage are produced, and 
consequently keeps their price level above what it would 
otherwise be. These cold storage eggs are gradually placed 
on the market during the summer and winter months, when 
the supply of fresh eggs is insufficient to meet requirements, 
and consequently keep the level of prices during these months 
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lower than it would otherwise be. Since perishable farm 
products are seldom held in the cold storage warehouses 
longer than from one producing Beason to the next, even in 
those states where statutes limitiug such storage to a definite 
period have not been enacted, it would seem that cold storage 
has not increased the average price of such commodities 
throughout the year but has tended to reduce fluctuations be- 
tween sesGons and greatly iucreasc both production and con- 
sumption. There is no convincing evidence that the iucrease 
in the prices of perishable farm products since 189G was 
caused by the cold storage industry. 

7. Transportation Chai^ea. — Railroad freight rates inflo- 
ence the wholesale prices of farm products in varioue ways, 
(a) They frequently constitute an appreciable percentage of 
the total priccB paid at the central markets, but their im- 
portance in this respect varies widely as between particular 
commodities and markets. Rates on grain, hay, fruit, vege- 
tables and eggs, for example, usually are important price 
factors, while those on cotton, leaf tobacco and livestock con- 
stitute but a small proportion of the prices realized at the 
central markets. The difference is in most instances due 
chiefly to the relatively low intrinsic value of the former 
group of products as compared with their bulk, and to the 
relatively high iiitrinsic value of the latter group. A rate 
of from 8 to 15 cents per 100 pounds of grain shipped from 
the West to New York, for instance, constitutes an important 
percentage of the Xew York price for a bushel of wheat or 
corn, but rates ranging from 25 to 55 cents per 100 pounds of 
cotton shipped from the larger central markets of the South 
to Boston constitute but a small fraction of the price paid for 
one pound of cotton. The entire railroad rate, however, ia not 
always included in the wholesale price for farm products, for 
when large quantities move over water or rail-water routes, 
the higher all-rail rotes can be included in the price only 
in part. 

What has been said in connection with railroad freight 
charges applies also to ocean freight charges. Ocean freight 
rates are usually reflected in the difference between prices 
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in the central markets of the United States and foreign coun- 
tries, but since many foreign markets obtain their supply of 
farm products only partly from the United States and the 
rates from all American shipping points are not uniform, the 
entire freight charge is not at all times reflected in price 
differences. There is, moreover, no uniform rule as to the 
incidence of export freight charges. The extent to which 
they are ultimately paid by the American exporter or pro- 
ducer or by the foreign purchaser depends largely upon their 
relative needs and varies at different times. In the case of 
agricultural exports the greatest portion of them is usually 
shifted to the foreign buyer either directly or in the prices 
paid by him, but when conditions of supply and demand are 
unfavorable to the United States the proportion paid by for- 
eign buyers declines. 

(b) Freight rates arc also responsible for a portion of 
the difference between the prices ruling at one central market 
as compared with another. Thus, the grain prices at the sea- 
board markets are higher than those at the primary markets 
and the prices at the various primary markets differ some- 
what, partly because of differing freight charges.* 

(c) A general increase or decrease of freight charges on 
a given farm product is reflected in its ' prices. Freight 
charges were not, however, the cause of the increase in prices 
since 1896, for it is only recently that the rat«s of the east- 
ern trunk lines have been generally increased. The general 
level of freight rates declined until 1899-1900 and then re- 
mained practically stationary until the decision of the 5 per 
cent, rate case in 1914. There were individual changes prior 
to this decision, but not in sufficient numbers to affect the 
wholesale prices of farm products except at individual points. 
Individual rate increases differ from general increases in that 
they frequently affect the profits of buyers or sellers rather 
than wholesale prices. 

Railroad freight charges do not consist solely of freight 
rates, but also of special charges such as those which are at 
times paid for switching, storage and demurrage, loading and 

' ^ee chap, iv, p. Ill, 
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unloading, elevator services, in-tr&nsit privileges, cotton com- 
preBsion, spotting cars, reconsigiiinent and refrigeration. The 
practice of the carriers regarding most of these charges varies 
greatly. They may be absorbed by the carriers or shifted to 
the shipper ; many special services may be performed free of 
charge at some points although subjected to charges at others; 
and when special charges are collected there is no uniformity 
as to their amounts. Since wholesale markets and individual 
dealers are in many cases in competition with each other there 
is no general rule as to the inclusion of these charges in whole- 
sale prices. They are added in many instances, but at times 
their principal effect is upon the profits of the Individual 
buyers or sellers from whom they are collected by the car- 
riers. 

8. Commercial Coets.^The price effects of the trade costs 
incurred at the central markets such as commission or broker- 
age, insurance, inspection and grading, weighing, storage, 
yardage and feeding costs, are similar to those of freight 
charges. In so far as they are general in a given trade they 
are in part reflected in the general level of prices. Storage 
charges incurred at the primary markets, for example, usu- 
ally have a direct bearing upon grain prices in the later as 
compared with the earlier months of the crop season. The 
entrance of more dominant forces may, however, prevent the 
inclusion of such charges in prices. The extent t« which 
they are reflected in the wholesale prices of farm products or 
are shifted so as to come directly out of the profits of local 
shipiwrs or of the buyers and sellers at the central markets 
varies from time to time and at different markets. 

9. American Import Duties. — The recent increase in the 
wholesale prices of farm products was not directly due to the 
imposition of protective import duties, for these duties have 
not been increased since the enactment of the Dingley Act 
of 1897. With the exception of temporary interruptions the 
policy of protecting farm products was one of long standing 
and prevailed during many periods of declining as well as of 
advancing prices. 

It is claimed, however, that by restricting imports the 
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high duties on many farm products restricted the available 
supply and indirectly caused prices to increase. It is only 
in this indirect way that there could be any relation between 
the tariff on farm products and the recent advance in their 
prices. This possible effect of import duties, however, is 
greatly diminished in the case of many agricultural commodi- 
ties. The protective rates on grain, meat, animals, meat prod- 
ucts and eggs throughout the earlier years of their existence 
and until after the close of the nineteenth century had prac- 
tically no effect upon prices in the United States, for the pro- 
duction of a huge domestic surplus and the practical absence 
of large outside sources of supply made the importation of 
these products, even had they been on the free list, entirely 
improbable. Small quantities were imported in later years, 
yet the amounts imported even after the removal of the 
duties in 1913 have thus far been too small to affect 
prices throughout the United States. The effect of the tariff 
on the prices of fruits, domestic leaf tobacco and dairy prod- 
ucts has also been restricted, because the importation has 
been confined mainly, although not entirely, to special varie- 
ties not produced un a large scale in the United States and 
has always been small in comparison with the huge domestic 
output. 

The price effects of the tariff on imported wool and sugar 
have been greater, because these commodities come into more 
direct competition with the domestic products of the United 
States,' The protection granted to manufacturing industries 
may also have had an indirect effect upon the prices of farm 
products in that they created a larger home demand for raw 
materials and foodstuffs by promoting home industries and 
the growth of a large industrial population. 

The price effects of the tariff rates at the present time and 
in the near future are conjectural because conditions have 
been abnormally disturbed by the European War. The Act 
of 19i;i, which is now in effect, will maintain the prices of 
domestic farm products even less than they were maintained 
by previous acts because it places grain, flour, livestock, meats 

' See chap. lii, p. 207. 
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and woo! on tiie free list, reduces the rates on sugar and p« 
vides for its reversion to the free list on May 1, 1916; redact 
the rates on leaf tobaeeo and fruits; and generally "reviw 
downward" the rates on manufactures. 

10. General Basiaess Conditions.— One of the strikin 
differences between farm commodities and raw "produce! 
materials" or manufactures is that the prices of many of th 
former are less dependent upon general business prosperit 
than those of the latter. Raw cotton and wool are importai 
exceptions because the demand for them depends direct! 
upon the operation of the world's mills. The prices of th 
great food crops, however, and of leaf tobacco are influence 
to a much smaller estent by industrial depression or prospei 
ity, for food is a necessity and only the most dire depressioi 
greatly reduces the consumption of tobacco. 

Yet even the prices of foodstuffs are influenced somewha 
by general business conditions. Industrial depression may a 
reduce the purchasing power of many consumers as to shit 
their demand from the more to the less expensive foods am 
cause them to practice food economies. Industrial prosperit 
on the contrary stimulates wastefulness, careless buying an< 
an abnormal demand for high-grade foods. Business depres 
sion may, moreover, be accompanied by a severe financia 
panic during which the dealers who usually accept almoa 
unlimited quantities of the great farm staples are unable t 
finance their transactions. During the crop-moving seaso! 
of 1907 the price of grain suffered an abrupt temporary d( 
cline because of the severe "money panic" which caused 
shortage of crop-moving funds. 



Growers' Local Prices 

The prices received by the growers of farm products bo1« 
in local markets are based directly upon the ruling wholesali 
prices of the central markets to which they are shipped hy thi 
local buyers. They are consequently subject to all the pria 
influences which determine the central market prices, with thi 
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exception that they fluctuate less frequently. They do not 
follow the central market prices with absolute precision, they 
are not subject to all the myriad of fluctuations which occur in 
the central markets throughout each business day; but every 
long extended advance or decline and every daily price change 
is reflected in the local markets, and in case of substantial 
price changes at the central markets, local buyers may read- 
just thoir prices several times in a single day. This relation- 
ship between local and central market prices is particularly 
close in the grain and cotton trades because the purchasing 
and distribution organization in these trades has been devel- 
oped to a high point of efficiency. It is somewhat less close 
in the local livestock, wool, leaf tobacco, fruit, produce and 
other agricultural trades, but the local prices of these com- 
modities are nevertheless based primarily upon the wholesale 
prices prevailing in the great central markets. 

In basing local prices upon central market prices, various 
deductions are nude, the most important being (1) freight 
charges incurred in shipping the products to the central mar- 
kets, (2) operating costs of the local buyers including wages, 
insurance, weighing, inspection and cartage, (3) interest, 
rents, and any other local capital costs, and (4) an additional 
amount to yield a profit. Local grain buyers usually deduct 
from the primary market prices the freight charges incurred 
plus an additional number of centa per bushel to cover all 
other costs and yield a profit,' The local cotton buyers of the 
large exporting or cotton brokerage concerns frequently are 
supplied with so-called 'Oimits" which they deduct or add to 
the price at which cotton "futures" are selling on the New 
York, New Orleans or Liverpool exchanges.* The methods 
of making the deductions from the central spot or contract 
prices varies, but the practice of basing local prices upon cen- 
tral nurket prices is the general rule except in imimportant 
local markets which have no regular trade connection with 
the outside world. 

The amounts deducted from the central market prices are 

■ See cbap. iii, pp. 30, 40. 

'See chap, v, pp. Ill, 112. 
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cot absolutely inflexible, for tbey are to some extent subject 
to local influences. In the local grain trade, for example, 
the number of cent* per bushel deducted in addition to freight 
charges at a given local market is influenced in part by the 
amount of competition between local buyers, the presence of a 
cooperative farmers' elevator, the ability of farmers to eell in 
a nearby rival market, the extent to which certain fanners are 
holding their grain in storage, and the intelligence of the 
farming community. Local buyers desire the maximum 
profit, but local influences affect the allowance for profit 
which they are able to include in the amount subtracted from 
the central market price. 

The growers' cost of production does not directly deter- 
mine the prices of the great farm staples, because the farmers 
do not determine the prices which they receive. Their posi- 
tion is radically different from that of the huge industrial 
concerns some of which possess sufficient monopoly power to 
control in a large measure the prices which they receive for 
their wares. Agricultural prices are competitive, and are 
therefore influenced by the growers' costs of production only 
indirectly in that the failure to pay the farmers profitable 
prices will affect the amount of given products produced by 
them. Prices may fall below the cost basis temporarily and 
even for a succession of seasons, but low prices in the long 
run affect production or supply by causing reduced acreage or 
a shift from one crop to another. 

Rbtail Pbiceb 

Many of the principal agricultural commodities are not 

retailed in their crude condition and consequently retail prices 
are not regularly quoted except on the finished products into 
which tbey are converted.' It is not intended to describe 
fully the manner in which the retail prices of these finished 
products are determined for they arc more appropriately in- 
cluded in a volume dealing with the trade in manufactures. 

Some farm products, however, such as fruit, vegetables 

•Sec p. 16. 
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and produce, dairy products, poultry, corn and oate, hay and 
straw are more commonly sold in the retail markets. Their 
retail prices are based primarily upon the wholesale prices 
of tlie central markets, various costs and an allowance for 
profit being added to the latter instead at being subtracted 
as in the case of growers' local prices. The retail costs which 
are so added include items such as interest and rents, retail 
i<elling expenses, insurance, delivery costs, and losses resulting 
from the decay of perishable products or insufficient demand 
for those of inferior quality. 

The computation is not, however, as exact as in the case 
of growers' prices because the retail costs incurred as well as 
the profits desired are in many instances interwoven with 
the aggregate costs and profits resulting from the handling of 
a large variety of other goods retailed in the same store. 

The retail prices of farm products are also affected by local 
or xpecial influences. The keenness of retail competition, for 
example, affects tlie allowance for profit which can be added to 
the wholesale price in a given retail market. Differences in 
the purchasing power of retail customers, moreover, may 
cause retail price variations between different cities or even 
between different sections of the same city. While the whole- 
sale or central market prices throughout the United States 
fluctuate in relatively close harmony, there are no nation- 
wide retail prices of farm products. The margin between 
retail and wholesale prices of farm products varies to an 
amazing degree and the extent to which retail prices have ad- 
vanced varies widely in different parts of the country. The 
United States Bureau of I^abor Statistics reports, for example, 
that the retail prices of potatoes in 191.3 were 45.1 per cent, 
above the average for the decade 1890-18fi9 in the North At- 
lantic States, as compared with 4(j.l per cent, in the South 
Atlantic states, 48.7 per cent, in the North Central states, 
49,1 per cent, in the South Central states, and 99.4 per cent, 
in the Western states ; and that the retail prices of poultry in 
these geographical divisions advanced G7.4 per cent., 59.5 per 
cent., 92.1 per cent., 87.fi per cent, and 34.9 per cent, re- 
spectively. 
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The retail prices of crude farm products some times lag 
behind their wholesale prices temporarily, because the keen 
competition between the retailers may induce some of them 
to continue existing prices until stocks on hand are disposed 
of even though wholesale prices have meanwhile riseu. It 
also happens at times that when the retail prices are raised 
they undergo a greater advance than the wholesale prices 
upon which they are based. The retail prices of fresh egp in 
1913, for example, as reported by the United States Bureau of 
Labor Statistics, were t-1.8 per cent, above the average for 
the decade 1890 to 1899, while the wholesale prices during 
the same period advanced 66.5 per cent. ; and the retail and 
wholesale prices of milk advanced 40.2 per cent, and 38.4 per 
cent, and of creamery butter 53.2 per cent, and about 42 per 
cent, respectively. The bureau reported the average retail 
prices of the fifteen principal foodstuffs, crude and prepared, 
to have advanced (!7 per cent, as compared with an increase 
of 37.1 per cent, in the average wholesale prices of foods.' 

The greater relative advance in retail prices was due prin- 
cipally to the increase in rents and in retail selUng and de- 
livery costs. Retail costs were especially affected by the grow- 
ing practice of selling and delivering small lots. The entire 
system of retailing through small retail stores — appalling in 
number — has, moreover, proved expensive to the consumers. 
It has occasioned a wasteful duplication of facilities and sell- 
ing forces, and a margin between retail and wholesale prices 
sufficiently wide to provide a livelihood for a multitude of re- 
tailers each of whom, with some exceptions, is dependent 
upon a limited number of customers. While wholesale dealers 
of New York and Philadelphia usually add from fi to 11 
per cent, to the prices which they pay for agricultural food 
products the average amount added to the wholesale dealers* 
prices by the retail trade is reported to be at least 33 \ per 
cent, in the former and 45 per cent, in the latter market.' 

'Wholesale index number included from 53 to 57 foods. 

'The AnnaU of the American Academy of Political and Sttcial 
Science, JUI7, 1913, pp. ISl and 205. For Btatiaticn of prit^e margina 
see references marked with an * in ths accompanjing bibliographj. 
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CHAPTER XVIII 

FOBEIGN MABKET8 AND MAEKET INFLUENCES 

The methods of exporting and importing the principal 
agricultural commodities aud the volume of the foreign trade 
in them were described in the preceding chapters. It is de- 
sirable, however, to discuss at greater length the entire for- 
eign trade of the XTnitcd States in these as well as the many 
additional farm products which are exported and imported, 
the tendencies which are in course of development, and par- 
ticularly the foreign markets and market influences affecting 
the agricultural exports. The description of trade organiza- 
tion was confined strictly to the crops in the condition which 
they are brought to market from the country's farraa and 
ranches — packing-house products, flour, canned goods and 
dairy products and similar commodities being excluded be- 
cause they are manufactures or semi-manufactures and are 
marketed differently from the raw farm products. Such pre- 
pared foodstuffs must, however, be included among the agri- 
cultural exports as their exportation has for many years borne 
a direct and important relation to the foreign as well as to 
the domestic trade in unprepared fbodstulfs. 

Htstortcal Development of Aohicdltdral Expokts ' 

Prior to the Treaty of Ghent. — Agricultural commodi- 
ties were among the first American exports, southern leaf to- 
bacco and rice and nortliern grain and provisions being 

* For detailed biBtor]' of the foreign trade, including farm ex- 
ports, tee Emory B. Johnaon: History of Domestic and Foreign Com- 
merce of the United States, vol. ii. The phapters on the Foreign 
Trade from 1790 to 1913 are by the writer. 
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flhipped to England, Continental Europe and the Weat Indies 
throughout the entire colonial trade era. During the Bevo- 
Intionary War and the years of the American Confederacy the 
agricultural export trade was in a depressed condition. With 
the exception of the years 1808 and 181i, however, foodstuffs 
were exported in even larger quantities during the period 
1790 to 1815 than during the colonial era. Agricultural pro- 
duction increased in the United States and the European wars 
and various European crop failures caused an unusual for- 
eign demand. Indeed the leadership in the northern states 
was shifted definitely from the fisheries to the agricultural 
foodstuffs — flour, wheat, corn and provisions, 

A new farm staple — cotton — moreover, assumed the lead- 
ership in the export trade of the southern states in 1803, the 
invention of the Whitney gin in 1793 soon making upland 
cotton the king of American exports. Meanwhile southern 
leaf tobacco and rice continued to be shipped abroad in ap- 
preciable quantities. The dominant position of the agricul- 
tural exports was evident in 1807 when the countrjr's foreign 
trade reached its maximum point prior to the Treaty of 
Ghent, 77 per cent, of the value of all domestic exporta con- 
sisting of agricultural commodities. 

^e Feriod 1815-1818. — Agricultural exports rose to an 
even higher level in the years 1815 to 1818, the surplus cot- 
ton, flour, wheat, tobacco, rice, provisions and Indian com 
which had accumulated during the War of 1813 being released 
shortly after the declaration of peace. In 1818 farm com- 
modities valued at over $62,800,000 or 85 per cent, of the 
entire foreign trade in domestic products were shipped abroad. 
One-half of the total consisted of raw cotton, which had far 
outstripped all other agricultural exporta. 

The Period 1818-1830.— The years from 1818 to 1830 
constituted an era of general trade recession during which 
the foreign trade in all the agricultural commodities as well 
as other domestic products, with the exception of cotton and 
manufactures, declined both in value and amount. So rapid, 
however, was the advance in cotton production that in spite 
of falling prices the exports of this staple increased slightly 
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in value and from 87- to 298,000,000 pounds in actual vol- 
ume. 

The Pmod 1830-1838.— Then followed six years of gen- 
eral trade improvement. The opening of the Middle West 
increaeed the surplus in flour, grain and provisions, which 
improved transportation facilities made more readily avail- 
able, and the growth of cotton in the South continued to pro- 
gress. The agricultural exports rose to a value of over $90,- 
000,000 annually and comprised over 80 per cent, of all do- 
mestic exports. 

The Period 1836-1845. — This buoyancy, however, was 
short-lived, tor a business panic developed in 1837 and the 
exports during the following decade fluctuated irregularly. 
None of the important agricultural exports increased with the 
one exception of cotton which was produced in such large 
quantities that its foreign shipments advanced from 424,000,- 
000 pounds in 1837 to 547,000,000 in 1846, although falling 
prices depressed their annual value by over $28,600,000. 

The Period 1848-1880.— The period 184G to 1860 is known 
as the "golden era"' of American commerce for the nation ex- 
perienced unprecedented prosperity and the foreign trade rose 
to a hitherto unknown level. Stimulated by the rapid settle- 
ment of the Mississippi Valley, by railroad construction, 
greatly increased farm production, the abandonment of the 
British corn laws, the severe food famine in Ireland, the 
growing demand for outside foodetuffs in continental Euro- 
pean markets, national prosperity, and by the California gold 
discoveries with consequent favorable monetary conditions, the 
entire export trade and particularly the portion depending 
upon agriculture became unusually buoyant. Cotton exports 
increased from 1,667,000 bales in 184G to 3,774,000 in 1860 
and from a value of $42,767,000 to $191,806,000. Western 
grain which had gradually entered the foreign trade during 
earlier years now for the first time became an item of real 
importance and caused a rapid rise in food exports. The 
maximum point in food shipments was reached in 1857 when 
14,500.000 bushels of wheat, 10,250.000 bnshels of com and 
3,712,000 barrels of flour, and hrcadstuffs of all kinds valued 
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at $55,500,000 were shipped abroad. Provisions, particularly 
western meat products, were exported to the value of $16,- 
600,000 in the closing year of the golden era, as also were 
nearly 168,500,000 pounds of leaf tobacco. The value of all 
agricultural exports combined rose from $108,600,000 in 1850 
to $260,280,000 in 1860, and even though non-agricultural in- 
dustries of many kinds were being established, continued to 
comprise over 80 per cent, of the country^s entire export 
trade.^ 

No sooner had the free trade policy been adopted in Great 
Britain during the year 1846 to 1849 than England became 
the great foreign market for American farm products, for 
England led in the cotton textile industry and then as in 
later years was more dependent upon outside foodstuffs than 
any other large country. But wider markets were also found 
in Ireland, Scotland, Germany, Holland, Norway, Sweden, 
Spain and Italy. Gold discoveries created an Australian mar- 
ket for foodstuffs, and food markets were also found in South 
America, Canada, Cuba, the British West Indies and Africa. 

The Civil War Era.— The Civil War resulted in the al- 
most complete destruction of the cotton-export trade and con- 
sequently reduced the agricultural exports during the period 
1861-1865. It is remarkable, however, that western flour, 
grain and provisions were exported in larger quantities than 
during the golden era. Though thousands of farmers had 
flocked to the colors the crops of the northern states under- 
went an amazing increase. Machinery, women and border 
state immigrants replaced the absent farmers; vessels flying 
foreign flags largely replaced the sorely pressed American 
merchant fleet ; and European crop failures caused an unusual 
foreign demand. England was forced to recognize that 
American foodstuffs as well as cotton had become an impor- 
tant international consideration. Leaf tobacco exports did not 



^ See U. S. Bureau of Statistics: Exports of Manufacture! 
1790-1902, Monthly Summary of Commerce and Finance, Apr., 1903, 
p. 3249; and U. S. Bureau of Foreign and Domestic Commerce, Sta- 
tistical Abstract (1913), p. 638. Statistics disagree slightly in differ- 
ent sources. 
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increase but were well maintained, and the aggregate valae 
of all agricultural exports, other than cotton, advanced from 
lesB than $68,500,000 in 1860 to $130,800,000 in 1863. A 
portion of this increase represented a rise in prices, but the 
exports of flour, grain and provisions advanced in Tolame 
as well as in value. 

The Period 18e54900. — Though farm commodities had 
long been the mainstay of the country's export trade, the hey- 
day of agricultural exports was reached during the seventies 
and eighties. Their upward course was subject to fluctuations 
but their total value gradually advanced from $278,670,000 
in 186C to $844,617,000 in 1900. 

The growth in exports was the direct result of the west- 
ward expansion of agriculture and the vast increase in the 
production of the grains, livestock, cotton, and leaf tobacco. 
A great surplus was created which sought and found foreign 
markets, its exportation being stimulated by improvements 
in rail, lake and ocean transportation facilities, in the methods 
of international settlement and fhe establishment of accepted 
export trade methods, by the growth and westward migration 
of flour mills and meat-packing plants, by reduced freight 
rates and by a brisk demand in Great Britain, western Eu- 
rope and to some extent in non-European markets. 

The principal feature of the period 18G5 to 1900 was the 
unprecedented increase in the shipment of brcadstulTs which 
superseded cotton as the largest group i)f American exports. 
By 1880 wheat exports had increased to 130,000,000 and corn 
exports to 99,500,000 bushels and the total value of all ex- 
ported breadstuffs to $288,000,000 or $76,500,000 in excess 
of the value of cotton exports. In the closing year of the 
century 186,097,000 bushels of wheat, 21.1,123,000 bushels of 
corn, and breadstuffs of all kinds vallicd at $262,744,000 were 
shipped abroad. The greatly enhanced importance of wheat 
and flour exports is emphasized in the large proportion of the 
total crop which was shipped abroad. In 1860 but 9.3 jter 
cent, of the wheat crop was exported, but in 1870 the export 
ratio rose to 20.7 per cent., in 1880 fo 40.2 per cent., and 
from then until the end of the century it fluctuated from 25 
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to 41^ per cent., closing with 34 per cent, in 1900. The per 
cent, of the com crop exported to foreign market* has always 
been emaller, but it, too, rose from J of 1 per cent, in 1860 to 
6|per cent in 1880 and to lO^per cent in 1900, the 
usual proportion since the early aeventiea varying from 2 to 6 
per cent, of the crop. 

Cotton exports were close rivals of breadstuffs. They 
lagged for a time after the dose of the war, but by 1880 they 
had increased to 4,453,000 bales and by 1900 to 6,807,000 
valued at $841,833,000. A relatively smaller proportion of 
the crop was exported than during 1846 to 1860, when from 
71 to 86.8 per cent, was annually shipped abroad, because 
domestic mills were gradually entering the cotton trade; but 
as late as 1900, 60.8 per cent, of the crop was still being 
marketed in foreign countries. 

The exports of meat and meat products which had also 
made a beginning ^before the Civil War, advanced rapidly 
from a value of $35,000,000 in 1865 to $113,769,000 in 1880 
and to $175,327,000 in 1900, and soon came to rank as the 
third group of American exports. In the closing year of the 
century the total exports of all provisions including dairy 
products, were valued at nearly $184,500,000 and in addition 
the livestock industry exported live animals, principally cattle 
valued at $43,585,000. Leaf tobacco exports had, moreover, 
increased to 315,750,000 pounds valued at $27,600,000 and 
comprising nearly 39 per cent, of the entire tobacco crop. 

Agricultural commodities were the mainstay of the coun- 
try's export trade throughout the nineteenth century. It is 
remarkable that until the later eighties, though many other 
industries were entering the export trade, from 75 to 84 per 
cent, of the aggregate continued to spring from the farming 
industries. The agricultural proportion was somewhat lower 
during the remainder of the century, but remained above 70 
per cent, until 1895 and exceeded 61 per cent, in 1900. 
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Recent Develofuentb of Aobicdltural Expobts 

The total value of the farm productfl exported from the 
United States Bince the close of the niaeteeotb century has 
undergone a further advance from $844,617,000 in 1900 to 
$1,123,000,000 in 1913, or nearly 33 per cent. Since agricul- 
tural export prices during this period have advanced fully 
30 per cent., it becomes evident that the real increase in vol- 
ume has t>een but slight. Agricultural exports have indeed 
undergone recent developments which are in marked contrast 
with those of previous years : 

1. Their dominant positiou in the country's export trade 
has heen seriously undermined. Prior to the outbreak in 1914 
of tlie European War, wliich caused an unusual temporary ex- 
portation of foodstuffs, there was a steady decline in the rela- 
tion between the agrlciiHural and total export trade from G5.2 
per cent, in 1901 to 4fi.2 per cent, in liflS.' This is in sharp 
contrast with the relative growth of the exports of numu- 
facturcs and semi-man ufaeturcs during the same period from 
31.9 to 48.8 per cent. The relative shift from manufactures 
to farm products was due in part to the rise of a surplus out- 
put in various industries such as the iron and steel, agri- 
cultural implement, mineral oil, copper, lumber, cotton 
textile, leather, vehicle, chemical and rubber goods indus- 
tries, and in part to the relative decline in the coimtry's food- 
stuffs. 

3, The most pronounced development was the absolute 
decline in the value of food exports, in spite of rising prices, 
from nearly $54.5,603,000 in lilOO to $369,087,000 in 1910 
and $430,396,000 in 1914; and their relative decline from 
39.8 per cent, of the total export trade in 1900 to 18.6 per 
cent, in 1914.' Wheat exports including flour, fell from a 
maximum of over 234,773,000 bushels in 1902 to 145,500,000 
in 1914 and to a much lower point during various years of 

'U. S. StatiHtical Abstract (1913), p. 638. ~ 

' Department of Commerce includes in these totals cottonaeed 
oil, oilcake, wines, epirita and liquora, fieh, etc., bb well as the great 
agricultural crops. 
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this period. Corn exports including commeal likewise de- 
clined from a maximum of 213,123,000 bushels in 1900 to 
10,700,000 in 1914. The value of total breadstuffs exported 
during the first decade of the twentieth century fell from 
$262,750,000 to $133,593,000 and to fourth rank as an Amer- 
ican export.^ The exports of provisions, including meat prod- 
ucts and dairy products, continued at a higher level but also 
declined from a value of $184,500,000 in 1900 to $130,633,000 
in 1910 and $146,250,000 in 1914. The number of cattle 
exported fell abruptly from over 397,000 in 1900 to 18,376 
in 1914. 

Not only did the food exports decline relative to the total 
export trade of the United States, but they declined relative 
to the production of foodstuffs. Wheat exports, for example, 
fell from 34 per cent, of the total crop in 1900 to 19^ per 
cent, in 1913, and during the same period corn exports de- 
clined from 10^ per cent, to 1 ^ per cent, of the com 
crop.* 

3. Contrary to the decline in food shipments the great 
agricultural exports other than foodstuffs continued to in- 
crease. These exports, of which cotton and leaf tobacco are 
most important, constitute raw materials for use in foreign 
industries and have thus far been promoted by the continued 
existence of a great surplus. Raw cotton regained its posi- 
tion as the king of exports. The volume of cotton exports 
sprang from 6,807,000 bales in 1900 to 10,675,000 in 1912 
and 9,165,000 in 1914, and their value from $241,833,000 in 
1900 to nearly $610,475,000 in 1914. Even though the Amer- 
ican cotton textile industry grew rapidly the proportion of the 
total cotton crop shipped abroad continued to fluctuate from 
63 to 72 per cent. 

Leaf tobacco exports similarly advanced from 316,750,000 
pounds in 1900 to 449,750,000 in 1914, and from a value of 
$29,400,000 to nearly $54,000,000. In late years an equiva- 
lent of over 40 per cent, of the total leaf tobacco crop was 
shipped to foreign markets. 

^ Their total value in 1914 was $165,300,000. 
'Including flour and meal. 
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Foreign Mabketb foe Aqricultceal Expokts 

Enropean Harketi. — The forei^ markets for American 
farm products have long been confined primarily to Europe. 
The fall in the relative position of Europe in the total export 
trade of the United Stat«8 from 74,6 per cent, in 1900 to 
59.9 per cent, in 1913 and 62.8 per cent, in 1914 was due 
chiefly to the shift from agricultural products to manufac- 
tures, less than 45 per cent, of the latter finding a majket 
in the Old World even including the agricultural countries 
of eastern Europe. The position of Europe as the dominant 
foreign market for American farm products has declined 
somewhat in recent years, but it has since 1900 continued to 
absorb from 65 to 90 per cent, of the annual shipment of 
American raw foodstuffs, from 72 to 83 per cent, of the pre- 
pared food exports, and usually about 92 or 93 per cent, and 
80 or 85 per cent, respectively of the exports of raw cotton 
and leaf tobacco. 

A sharp contrast may be drawn between the coimtries of 
eastern and western Europe. The former produce a surplus 
of foodstuffs and their cotton textile industry although pro- 
gressing has thus far been of secondary importance, while the 
latter do not produce sufficient food to maintain their popula- 
tion, and have developed a huge textile industry which de- 
pends upon imported cotton. 

Great Britain has long been the leading foreign market 
for American foodstuffs, for as the United States Department 
of Agriculture reports, the United Kingdom produces but 27 
per cent, of her edible grains, 53 per cent, of her meats, 62 
per cent, of her dairy products and but 53 per cent, of her 
aggregate food requirements.^ Great Britain, moreover, has 
adhered to the free trade policy and has few inspection regu- 
lations which restrict food importation. 

Germany is also a great market for American food exports 
but is more restricted, for even though Germany is also an 
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industrial country and has a larger population than Great 
Britain the German Government has persistently encouraged 
the production of domestic foodstuffs wherever possible, Ger- 
many consequently produces about 82 per cent, of her edible 
grains, 93 per cent, of her meats, 92 per cent, of her dairy 
products and 88 per cent, of her aggregate food requirements. 
Not only does Germany produce large quantities of grain, 
fiour and provisions which in the absence of intensive farming 
would be imported from the United States and other surplus 
countries, but also a huge potato crop which further restricts 
the need for food imports.' Germany, moreover, levies pro- 
tective tariff duties on most food imports and enforces in- 
spection regulations which have restricted the importation of 
cattle and fresh meats. Wheat, flour, cured pork and beef 
products, lard, oleo and other American packing-house prod- 
ucts, however, were regularly shipped to Germany before the 
outbreak of the European War. 

France, Italy, the Netherlands, Belgium and all the re- 
maining countries of western Europe are also markets for 
American foodstuffs, for their domestic output of food is in- 
sullicient. The French market, however, is even more re- 
stricted than the German because France produces about 93 
per cent, of the edible grains needed by her population, 98 per 
cent, of her meats, more dairy products than are needed, and 
93 per cent, of her total food requirements. Holland and 
Belgium import relative large quantities both because their 
lack of sufficient domestic foods is greater than in either 
France or Germany and because a portion of the food ship- 
ments to Antwerp, Rotterdam and Amsterdam are reshipped 
to central European countries. 

The market for American foods in Eastern Europe is email 
because most of the countries in that section of Europe — par- 
ticularly Russia, Roumania and Bulgaria — produce a surplus 
which ttiey export to Western Europe. This is also true of 
Austria-Hungary, the eastern half of the dual empire pro- 
ducing a surplus of farm products. 

' U. 8. Bureau of Foreign and DomeaUe CommerM: Utilization 
of Potatoes in Europe (1914). 
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Great Britain is also the principal foreign market for 
American raw cotton and loaf tobacco exports, taking nearl; 
38 per cent, of each in 1914. Other important European mar^ 
kcts for American cotton are Germany, France, Italy, Spain 
and Belgium, whicli togetlior import more cotton from the 
United Siatea than Great Britain. This is also true in the 
case of leaf tobacco, Italy, France, Germany, Holland, Bel- 
gium and Spain being tobacco markets of long-standing im- 
portance. 

Non-Eoropean Markets. — Though the agricultural ex- 
port are dependent chiefly upon Europe, numerous non-Euro- 
pean markets are of appreciable importance. Since the close 
of the nineteenth century from 10 to 35 per cent, of the food 
exports in crude condition, and from 17 to 28 per cent, of the 
prepared food exports were sliipped to non-European markets. 
Grains and Hour are shipped chiel^y to Canada, the Central 
American rcptibli<-R, Panama, Mexico, Cuba and other West 
Indian markets, Brazil, Chili, Peru, the northern countries 
of South America, Kewfoundlaiid and Labrador, Japan, the 
Philippines and South Africa. Limited quantities of raw 
cotton are similarly exported to Japan, Canada and Mexico; 
and leaf tobacco to Australasia, China, Canada, South Amer- 
ica and Africa. With the exception of industrial Japan, the 
importance of these countries in the American export trade, 
however, is principally as markets for non-agricultural 
products. 

Aqricdltdral Export Trade Inflitenoes 

Favorable Inflnences.~-The forces which influence the ex- 
portation of American farm products are both favorable and 
unfavorable. Those which tend to maintain the agricultural 
exports 60 far as possible are principally the following: 

1. The normal shortage of food production in Great Brit- 
ain and western Europe obliges those countries to import 
varying proportions of their grain, flour, meat products and 
In some instances dairy products. Their population is dense, 
their industries are mainly non-agricultural, and their out- 
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side Bources other than the United States — although increas- 
ing in importance — have thus far been ineufficicnt. The 
needs of the non-European countries mentioned above (page 
378) are less preseing but they too may be expected to continue 
the importation of American foodstuffa in limited quantities. 

2. The cotton mills of Great Britain, Continental 
Europe, and to a less extent those of Japan and Canada, guar- 
antee a large foreign market for American cotton, for the 
United States produces over CO per cent, of the world's com- 
mcreial cotton crop and a much larger proportion of the 
varieties best suited to the manufacture of the finer grades of 
^arn and cloth. 

3. The foreign demand for American leaf tobacco, espe- 
cially in Great Britain, Italy, France, Germany, Holland, 
Belgium, Spain, Canada and Australasia, stimulates the ex- 
portation of the huge surplus of heavy shipping leaf which 
the domestic market is unable to absorb. 

4. The United States still produces a surplus of cotton, 
leaf tobacco, wheat, corn, flour and provisions which regu- 
larly seeks foreign markets. The surplus of grain, fiour and 
meats has fallen rapidly since the close of the nineteenth cen- 
tury, but BO long as it cannot be sold in the domestic market 
without depressing the price a portion of the crops will be 
sold abroad. 

5. The exportation of fanu products to European mar- 
kets is favored by the well-organized condition of the trade 
mechanism necessary for international selling, shipping and 
financing. Great Britain and western Europe as well as the 
United States have organized exchanges, recognized markets, 
banks, export and import concerns, and improved railroad, 
steamship, warehouse, elevator and port facilities. 

6. Food and animal exports are occasionally stimulated 
by the abnormal needs of belligerent countries in times of 
var. The increased prices and unusual demand caused by 
the present European War for foodstuffs, horses and mules 
immediately increased the shipments to Great Britain and 
France and even to neutral countries such as Italy,' Holland 

' Later became a belUgereDt 
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and the ScandinaviaD countrieB, some of whoee outside Bonnes 
of supply were restricted by foreign embargoes and the clos- 
ing of trade routes and some of whom were mobilising their 
militaiy forces and probably traneshipping cargoes to bellig- 
erents. Direct food exports to Germany were on the contrary 
immediately restricted as a result of the interference with 
vessel movements by enemy warships, and the direct ship- 
ments of foodstuffs as well as of cotton and other agricultural 
exports to Germany cciased as a result of the issue and ^i- 
forcement of the British orders in council of February 2, and 
March 1, 1915. 

Unfavorable InflnenoeB.— The agricultural export trade 
has also in recent years been confronted by serious obstacles. 
(1) The greatly increased home needs for grain, flour, live- 
Btock and meat products coupled with a relatively slow in- 
crease, and in some instances a decline in food production, has 
been chiefly responsible for the decrease in food exports. Cot- 
ton and leaf tobacco exports have thus far maintained an im- 
portant relation to their respective crops, yet should the textile 
and tobacco manufacturing industries of the United States 
continue to expand as they have during the past' two decades, 
it is probable that a larger proportion of these crops may id 
the not distant future be retained for home consumption. 

(2) An increasing number of additional outside sources, 
from which Great Britain and Western Europe import food- 
stuffs, have arisen in recent years. Russia, Routnania, Bul- 
garia and Hungary, Argentina, Australia, India and Canada 
have become important grain and flour exporters, and Argen- 
tina, Brazil, Uruguay, New Zealand, Australia, Russia and 
India are exporters of livestock and meat products. The 
cotton and leaf tobacco export trades of the United States 
have been less affected by the rise of other outside sources, 
but growing quantities of cotton are being exported from 
British India, Egypt and other tropica! colonies of the Euro- 
pean powers ; and of leaf tobacco from the Dutch East Indies, 
Turkey, the West Indies, the Philippines, British India, Bra- 
zil, Paraguay, Russia, Austria-Hungary and Algeria. 

(3) The policy of intensive agriculture with the TeBol- 
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taut heavy domestic production of livestock, grain, flour, dairy 
productB and vegetables in Germany, France, Austria-Hun- 
gary and some of the smaller coiintries of central and western 
Europe tends to restrict the exports of American foodstufTs 
by reducing the food imports of these countries to a minimum. 

(4) The high tariff duties levied on imported wheat, 
flour, livestock and numerous meat products in all the food- 
importing countries of western Europe except Great Britain, 
Denmark, Holland and Belgium tend to restrict somewhat 
the exportation of these products from the United States, and 
in some markets the import duties are supplemented by re- 
strictive inspection regulations. 

During the European War the shortage of vessel tonnage, 
high ocean freight rates, and the closing of trade routes to 
some of the continental markets prevented the free movement 
of the agricultural as well as other exports of the United 
States, but this situation was wholly abnormal. In times of 
peace, ocean freights and services to the great European mar- 
kets are usually satisfactory. The importance of ocean trans- 
portation as an obstacle to the free development of the Ameri- 
can export trade is normally confined to the trade with unii- 
European countries and applies more largely to the shipment 
of manufactures than to tiie agricultural exports. 



The Aoricultdral Iupobts 

The early trade in West India sugar and molasses, south 
European wines and spirits, and tea, coffee and spicea im- 
ported from China, India, the East and West Indies and 
South America constitutes an interesting and important chap- 
ter in the history of American commerce and extends t)ack to 
the early colonial days.' For many years, however, the agri- 
cultural imports as a whole were greatly exceeded by the im- 
ports of manufactures. The country was agricultural and 

'For details of earl/ trade historj tee Emory B. Jobason: 
"History of the Domestic and Foreign Commerce of tlie Unitet] 
States," vol. ii 
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needed to import the bulk of its manufactures from abroad. 
As late as the period 1846 to 1860, long after manufactur- 
ing industries had begun to develop in the United States, the 
agricultural imports comprised but 28 to 39 per cent, of the 
entire import trade as compared with imports of manufac- 
tures ranging from 56J to 71 per cent, of the total. 

The export and import trades in agricultural commodities 
after the Civil War were similar in that both increased rap- 
idly. They differed, however, in tliat since the close of the 
nineteenth century the former has declined relative to ex- 
ported maniifactures and the total export trade, while the 
imports of agricultural products have steadily maintained the 
relative level which they attained during the seventies and 
eighties. The total value of all agricultural imports advanced 
from $129,816,000 in 18G0 to $191,559,000 in 1870, $314,- 
617,000 in 1880, $420,139,000 in 1900 and to over $815,- 
000,000 in 1913. In 18C0 they comprised 36.7 per cent, of 
the value of the country's entire import trade, in 1870 43.9 
per cent., in 1880 17,1 per cent., in 1900 49.4 per cent, and 
since then have varied from 43,7 to 49.6 per cent, of the total.* 
Meanwhile the imports of manufactures and semi-manufac- 
tures also advanced to a value of $757,500,000 in 1913 hut 
declined relatively to leas than 43 per cent, of the entire im- 
port trade. 

The agricultural imports include three principal groupa 
of commoditiei'. (1) The largest and most rapidly increas- 
ing group consists of raw materia! of agricultural origin to 
be used in the manufacturing indu.stries of the United Statea. 
In the ficrnl year, 1914, hides and skins valued at $120,- 
290,000 were imported from Argentina, Russia, Canada, Mex- 
i<o, Australasia, the East Indies, and from a wide range of 
other countries including even Oreat Britain and western 
]':urope. Over 237,000,000 pounds of wool valued at $53,- 
191,000 dollars were imported in the same year, principally 
from England, acting as a broker nation for wools raised in 
many other parts of the world, and from Argentina and 
Uruguay, Australasia, China and Russia. Raw silk Valued 

"U. 8. StaUBtieai Abstract (1913), p. 638. ' 
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at $97,828,000 was imported from Japan, China, Italy, and 
France; hemp, flax, ]ute, sisal grass and other raw fibers 
valued at $54,350,000 chiefly from Mexico, the East Indies, 
the Philippines, and England again acting as a broker nation ; 
leaf tobacco valued at $35,0S9,000 chiefly from Cuba, Turkey 
and Holland; and long-staple cotton, principally Egyptian, 
valued at $19,457,000. 

The second group consists of crude foodstuffs and food 
animals, the value of which has since 1900 varied from 9,*^ 
to 13 A per cent, of the total import trade. It includes coffee, 
which is imported largely from Brazil, Colombia, Venezuela, 
Central America, Mexico, the East and West Indies and in- 
directly from various European countries; tea from Japan, 
China, the East Indies, and indirectly from England; and 
crude cocoa from the West Indies, Brazil, Ecuador, and from 
England, Portugal and other European transshipment coun- 
tries. It also includes a large and increasing volume of fruits 
and nuts which are imported from the West Indies, Central 
and South America, Mexico, Italy, Prance, Spain and a wide 
range of additional tropical and subtropical countries.' The 
annual value of all foodstuffs imported in the raw condition, 
including a limited number of food animals, has since the 
year 1900 varied from $98- to $247,800,000. 

A third group of agricultural imports includes the various 
manufactured or partially prepared foods. Sugar, which is 
the largest individual import of the entire foreign trade, is 
imported to the value of $100,000,000 annually from Cuba, 
the Philippines, the Dutch East Indies, Santo Domingo and 
South America. The Department of Commerce also includes 
in this group spirits, wines and other beverages to the value 
of over $20,000,000, which are imported from France, Ger- 
many, Italy, Spain, Great Britain and other countries. It 
includes dried and preserved fruits, and in very recent 
years, limited quantities of meat products, dairy products 
and breadstuffs such as rice and wheat flour, macaroni and 
tapioca. The total annual value of all imports in this group 
has since the year 1900 ranged from $95,300,000 to $227,- 

'8«» chap. lil, p. 243. 
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220,000 and from 10} to ]3{per rent, of the entire import 
trade. The relative position of food imports — erode as veil 
as prepared — haf in reeent years been lower than daring the 
seventies and eighties, while that of raw materials of agricul- 
tural origin has steadily risen. 

Effect of Agricttltniml Imports om ^'■'*"'fiii Ikrmen. 
— Though the volume of the imports of agricultural com- 
modities is astonndiDglv large their effect npon many of the 
principal fann crops and allied indnstries of the United States 
— grain, flonr, cotton, livestock, meat pTX>dact8, leaf tobacco, 
dairy products, fniits and vegetables — has for varioas reasons 
never been serionB. ( 1 ) Most of the imported commodities of 
this kind arc not directly competitive and their total votume 
has thus far been relatively small. The imports of foreign 
grain, grain products, meats and livestock for food purposes, 
have always been small and were indeed until very recent 
years almost unappreciable. Certain dairy products, mainly 
of a specialized character, have been imported for some years, 
but their effect upon the vast output of the domestic dairy in- 
ilustries has been restricted by their relatively small volume. 
Foreign cotton and leaf tobacco imports have been rapidly in- 
creasing but are largely nonnximpetitive, the long-staple cot- 
ton imported from Egypt being in competition with but a 
small fraction of the American cotton crop, which consists 
mainly of ahort-KtapIe varieties ; and the imports of Cuban, 
Turkii^h and other special varieties of leaf tobacco come into 
comfwtition with but a ama]] part of the country's vast crop 
of domestic leaf. JIuch of the foreign cotton and leaf to- 
)iai-<'0 is mixed with the domestic product to obtain desired 
riaislied wares and thereby increases rather than restricts the 
<lemaiid for American upland cotton and leaf tobacco. A vide 
range of fruits and nuts is imported, but as was described in 
an earlier chapter a large proportion consists of tropical and 
subtropical varieties which are not produced on a t»ge acale 
in the United States. ■ --■- 

(a) The effects of the agricultural imports of this kind 
have been in .some instances further minimized by tfae iinport 
duties which were imposed until the enactment Q^.thetanfl 
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law of October, 1913, and which are still applicable to leaf 
tobacco, prepared dairy products and certain fruits. 

(3) Some of the principal imported agricultural com- 
modities are even leas competitive owing to the almost com- 
plete lack of production in the United States. Such for ex- 
ample are coffee, cocoa, t«a and hemp, sisal grass and similar 
iibere. The latter are produced in the United States on a 
moderate scale but the imported product has been essential 
to the twine and cordage manufacturing industries. 

Competition with domestic producers has been confined 
maiuly to imported wool, hides and skins, sugar, wines and 
spirits. Foreign wool has been imported for use in the Ameri- 
can woolen industries even though protective duties were ap- 
plicable until December 1, 1913, because domestic wool pro- 
duction was inaufficifent and in part because a portion of the 
wool imports are non -competitive.' The inadequacy of home 
production, likewise, made possible the heavy importation of 
hides and skins, and foreign cane sugar has long been in di- 
rect competition with domestic cane and sugar beet produc- 
tion. It is, moreover, probable, that since wool and hides 
and skins are placed upon the free list by the act of October, 
1913, and the duties on sugar are reduced, this competition 
may further increase. Foreign wines and spirits are also in 
competition with domestic liquors and with the raw farm 
products from which they are made, but the special demand 
upon which they depend causes them to be imported, even 
though they are restricted by heavy import duties. 

The agricultural import trade as a whole may be expected 
to increase in the future. Conditions of domestic supply and 
demand tend to affect it exactly contrary to the way they affect 
the agricultural exports. The demand for many of the im- 
ported foods, particularly those of tropical and subtropical 
growth, is steadily advancing, and the expansion of the woolen 
and cotton textile, twine, cordage, and leather industries 
points to the further importation of foreign raw materials of 
agricultural origin. Restrictive tariff duties on most agri- 
cultural imports have, moreover, been either reduced or en- 

'Se« chap, i, p. 207, 
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tirelj removed, purchasing, shipping and financial methods 
are being improved, trade relations with the countries in 
which most of the agricultural imports originate are improv- 
ing, and their output is with few exceptions increoBing at least 
OS rapidly as market conditions warrant. 



BIBLIOGRAPHY 

Johnson, Euoby R. Hiatotr of Domestic and Foreigm Com- 
merce of the United States. Vol. II (1915). 

SuiTH, R. E. Wheat Fields and Markets of the World (1908). 

Chicago Board of Trade : Annual Report on Trade and Com- 
merce of Chicago (annual). 

United States Bureau of Crop Estimates (Department of Ag- 
riculture) : The Agricultural Outlook (Nov. 23, 1914), 
pp. 20-23. 

United States Bureau of Foreign and Domestic Commerce: 

Monthly Summary of Commerce and Finance. 

Statistical Abstract of United States (annual). 

United States Commerce and Navigation Report (an- 
nual). 
Utilization of Potatoes in Europe (1914). 

United States Bureau of Statistics (Department of Agricul- 
ture) : 

Cereal Production of Europe, Bulletin No. 68 (1908). 

Crop Export Movement, Bulletin No. 38 (1905). 

Foreign Restrictions on American Meat, Reprint Wo, 

421 (1906). 

Grain Movement in the Great Lakes Region, Bulletin 

No. 81 (1910). 

International Trade in Farm Products, 1901-1910, Bul- 
letin No. 103 (1913). 

Marketing Grain and Livestock in the Pacific Coast 

Region, Bulletin No. 89 (1911). 

Meat in Foreign Markets — Tariffs of Fourteen Import- 
ing Nations and Countries of Surplus, Bulletin No. 39 
(1905). 

Meat Animals and Packing House Products, Bulletin 

No. 40 (1906). 

Meat Supply and Surplus, Bulletin No. 55 (1907). 

Russian Wheat and Wheat Flour in European Markets, 

Bulletin No. 66 (1908). 



FOREIGN MARKETS AND INFLUENCES m 

United States Bureau of StatiBtics (Department of Agricul- 
ture) : 

RuBsia'B Wheat Surplus, Bulletin No. 42 CIWW). 

Tobacco Crop of the United States 1612-1911, Circular 

No. 33 (1912). 

United States Bureau of Statistics (Treaaury Department) : 

Exports of Manufactures and Their Distribution 1790- 

1902,' in Monthly Summary of Commerce and Finance, 

April, 1903. 

(See detailed bibliography in Emory R. Johnson: Tliatoiy 

of Domestic and Foreign Commerce of the United States, VoL 

II.) 



tlNITED STATES COTTON FITTUEES ACT 
(38 Stat. L., 693.) 

AN ACT To tax the priTilege of dealing on exchanges, boards 
of trade, and eimilar places in contracts of Bale of cotton 
for future deliveiy, and for other puiposes. 

Be it enacted hy ike Senate and House of Repretentativet 
of the United States of America in Congress assembled. That 
this Act shall be known by the abort title of the "United States 
cotton futures Act," 

Sec. 2. That, for the purposes of this Act, the term "con- 
tract of sale" shall be held to include sales, agreements of sale, 
and agreements to sell. That the word "person," wherever 
used in this Act, shall be construed to import the plural or sin- 
gular, as the case demands, and shall include individuals, asso- 
ciations, partnerships, and corporations. When construing and 
enforcing the provisions of this Act, the act, omission, or 
failure of any officinl, apent, or other person acting for or em- 
ployed by any association, partnership, or corporation within 
the scope of his employment or office, shall, in every case, also 
bo deemed the act, omission, or failure of such association, part- 
nership, or corporation as well as that of the person. 

Sbc. 3. That upon each contract of sale of any cotton for 
future delivefy made at, on, or in any esehangc, board of trade, 
or similar institution or place of business, there is hereby levied 
n tnx in the nature of an excise of 2 cents for each pound of 
the cotton involved in any such contract. 

Sec. 4. That each contract of sale of cotton for future de- 
livciy mentioned in section three of this Act shall be in writing 
plainly stating, or evidenced by written memorandum showing, 
the terms of such contract, includini; the quantity of the cot- 
ton involved and the names and addresses of the seller and 
buyer in such contract, and shall be signed by the party to 
bo char(red. or by his agent in his behalf. If the contract or 
memorandum specif in bales the quanti^ of the cotton in- 
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Tolved, without giving the weight, each bale shall, for the pur- 
poses of this Act, bo deemed to weigh fire hundred pounds. 

Sec. 5. That no tax shall be levied under this Act on anj 
contract of sale mentioned in section three hereof, if the con- 
tract comply with each of the following conditions: 

First. Conform to the requirements of section four of, and 
the rules and regulations made pursuant to, this Act. 

Second. Specify the basis grade for the cotton involTed in 
the contract, which shall be one of the grades for which stand- 
ards are established by the Secretary of Agriculture except 
grades prohibited from being delivered on a contract made 
under this section by the fifth subdivision of this section, the 
price per pound at which the cotton of such basis grade is con- 
tracted to be bought or sold, the date when the purchase or sale 
was made, and the month or months in which the contract is 
to bo fulfilled or settled: Provided, That middling shall be 
deemed the basis grado incorporated into the contract if no 
other basis grade be specified either in the contract or in the 
memorandum evidencing the same. 

Third. Provide that the cotton dealt with therein or de- 
livered thereunder shall be of or within the grades for which 
standards are establiahcd by the Secretary of Agriculture ex- 
cept grades prohibited from being delivered on a contract made 
under this section by the fifth subdivision of this section and 
no other grade or grades. 

Fourth. Provide that in case cotton of grade other than the 
basis grade be tendered or delivered in settlement of such con- 
tract, the differences above or below the contract price which 
the receiver shall pay for such grades other than the ^asis 
grade shall be the actual commercial differences, determined 
as hereinafter provided. 

Fifth. Provide that cotton that, because of the presence 
of extraneous matter of any character or irregularities or de- 
fects, is reduced in value below that of Oood Ordinary, or 
cotton that is below the grade of Good Ordinary, or, if tinged, 
cotton that is below the grade of Low Middling, or, if stained, 
cotton that is below the grade of Middling, the grades men- 
tioned being of the official cotton standards of the TTaited 
States, or cotton that is leas than seven-eighths of an incb in 
length of staple, or cotton of perished staple or of immature 
staple, or cotton that is "gin cut" or reginned, or cotton that 
is "repacked" or "false packed" or "mixed packed" or "water 
packed," shal^ not be delivered on, under, or in settlem^it of 
such contract. 
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Sixtb. Provide that all tendera of cotton under such con- 
tract shall be the full number of bales involved therein, except 
that such variations of the number of bales may be permitted 
as is necessary to bring the total weight of the cotton tendered 
within the provisions of the contract as to weight; that, on the 
fifth business day prior to delivery, the person making the ten- 
der shall give to the person receiving the same written notice 
of the date of delivery, and that, on or prior to the date so fixed 
for delivery, and in advance of final settlement of the contract, 
the person making the tender shall furnish to the person re- 
ceiving the same a written notice or certificate stating the 
grade of each individual bale to be delivered and, by means of 
marks or numbers, identifying each bale with its grade. 

Seventh. Provide that, in case a dispute arises between the 
person making the tender and the person receiving the same, as 
to the quality, or the grade, or the lenifth of staple, of any cot- 
ton tendered under tiie contract, either party may refer the 
question to the Secretary of Agriculture for determination, 
and that such dispute shall be referred and determined, and the 
costs thereof, fixed, assessed, collected and paid, in such man- 
ner and in accordance with such rules and regulations as may 
be prescribed by the Secretary of Agriculture. 

The provisions of the third, fourth, fifth, sixth, and seventh 
subdivisions of this section shall he deemed fully incorporated 
into any such contract if there he written or printed thereon, 
or on the memorandum evidencing the same, at or prior to the 
time the same la signed, the phrase, "Subject to United States 
cotton futures Act, section five." 

The Secretary of Agriculture is authorized to prescribe rules 
and regulations for carrying out the purposes of the seventh 
subdivision of this section, and his findings, upon any dispute 
referred to him under said seventh subdivision, made after the 
parties in interest have had an opportunity to be heard by him or 
such officer, officers, agent, or agents of the Department of Agri- 
culture as he may designate, shall be accepted in the courta 
of the United States in all suits between such parties, or their 
privies, as prima facie evidence of the true quality, or grade, 
or length of staple, of the cotton involved. 

Sec. 6. That for the purposes of section five of this Act 
the differences above or below the contract price which the 
receiver shall pay for cotton of grades above or helow the hasie 
grade in the settlement of a contract of sale for the future 
delivery of cotton shall he determined by the actual commercial 
differences in value thereof upon the sixth businees day prior 
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to the day fixed, in accordance with the sixth aabdiTision of 
section five, for the delivery of cotton on the contract, estab- 
lished by the sale of spot cotton in the market where the future 
transaction involved occurs and is consununated if such mar- 
ket be a bona fide spot market; and in the event there be nn 
bona fide spot market at or in the place in which euch future 
transaction occurs, then, and in that case, the said differences 
above or below the contract price which the receiver shall pay 
for cotton above or below the basis grade shall be determined 
by the average actual commercial difierenccs in value thereof, 
upon the aistb business day prior to the day fixed, in accordance 
with the sixth subdivision of section five, for delivery of cotton 
on the contract, in the spot markets of not less than five phiccs 
designated for the purimsc from time to time by the Secretary 
of A^culture, as such values were established 1^ the sales of 
spot cotton, in such desifiniilcd five or more markets : Provided, 
That for the purposes of this section such values in the said 
spot markets be baso<I upon the stiiiidards for grades of cotton 
established by the Secretary of Ajrriculture : And provided 
further, Tbat whenever the value of one grade is to be deter- 
mined from the sale or sales of ejiot cotton of another grade 
or grades, such value shall be fixed in accordance with rules 
and regulations which xhull be prescribed for the purpose by the 
Secretary of Agriculture. 

Sec. 7. That for the purposes of this Act the only markets 
which shall be considered bona fide spot markets shall be those 
which the Secretary of Agriculture shall, from time to time, 
after inveatiRation, determine and designate to be such, and 
of which he shall give public notice. 

Sec. 8. That in dcterininiiiK, pursuant to the provisioits 
of this Act, what markets ure bona fide spot markets, the Sec- 
retary of ARriculture is directi-d to consider only maiJEcts in 
which spot cotton is sold in such volume and under such con- 
ditions as customarily to reflect accurately the value of mid- 
dling cotton and the differences between the prices or values 
of middling cotton and of other grades of cotton for which 
standards shall have been established by the Secretary of Agri- 
culture: Provided, That if there be not sufficient places, in 
the markets of which are made bona fide sales of spot cotton 
of grades for which standards are established by the Secretary 
of Agriculture, to enable him to designate at least five spot 
markets in accordance with section sis of this Act, he shall 
from data as to spot sales collected by liim, mske rules and 
regulations for detcmiiiiing the actual commercial differences 
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in the value of spot cotton of tbe grades eetabliahed by bim 
as reflected bj bona fide sales of spot cotton, of the same or 
different grades, in the markets selected and deaignated by him, 
from time to time, for that purpose, and in that event, 
differences in value of cotton of various grades involved in 
contracts made pursuant to section five of this Act shall 
be determined in compliance with such rules and regula- 

Sec. 9. That the Secretary of Agriculture is authorized, 
from time to time, to establish and promulgate standards of 
cotton by which its quality or value may be judged or de- 
termined, including its grade, length of staple, strength of 
staple, color, and such other qualities, properties, and conditions 
as may be standardized in practical form, which, for the purposes 
of this Act, shall be known as the "OfScial cotton Standards of 
the United States," and to adopt, change, or replace the standard 
for any grade of cotton eatoblishcd under the Act making appro- 
priations for the Department of Agriculture for the fiscal year 
ending June thirtieth, nineteen hundred and nine (Thirty-fifth 
Statutes at Large, page two hundred and fifty-one), and Acta 
supplementary thereto : Provided, That any standard of any cot- 
ton established and promulgated under this Act by the Secretary 
of Agriculture shall not be changed or replaced within a period 
less than one year from and after the date of the promulga- 
tion thereof by the Secretary of Agriculture: Provided further. 
That, subsequent to six months after the date section three of 
this Act becomes effective, no change or replacement of any 
standard of any cotton established and promulgated under this 
Act by the Secretary of Agriculture shall become effective until 
after one year's public notice thereof, which notice shall specify 
the date when the same is to become effective. The Secretary 
of Agriculture is authorized and directed to prepare practical 
forms of the official cotton standards which shall be established 
by him, and to furnish such practical forms from time to time, 
upon request, to any person, the cost thereof, as determined by 
the Secretary of Agriculture, to be paid by the person request- 
ing the same, and to certify such practical forms under the 
seal of t]ic Department of Agriculture and under the signa- 
ture of the said Secretary, thereto affixed by himself or by some 
official or employee of tlic Department of Agriculture thereunto 
duly authorized by the said Secretary. 

Skc, 10. That no tax shall be levied under this Act on any 
contract of sale mentioned in section three hereof, if the con- 
tract comply with each of the following conditions : 
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First Conform to the rules and r^ulations made pumunt 
to this Act. 

Second. Specify the grade, type, sample, or description of 
the cotton involved in the contract, the price per pound at 
which Bui^h cotton is coutractcd to be bought or sold, the data 
of the purchase or saSe, and the time when shipment or de- 
livery of such cotton is to be made. 

Third. Provide that cotton of or within the grade or of the 
type, or according to the sample or description, specified in 
the contract shall be delivered thereunder, and that no cotton 
which docs not conform to the type, sample, or description, or 
which is not of or within the ^radc, specified in the contract 
sliall be tendered or delivered thereunder. 

Fourth. Provide thnt the delivery of cotton under the con- 
tract shall not be effected by means of "aet-ofP' or "rinij" set- 
tlement, but only by the actual transfer of the specified cotton 
mentioned in the contract. 

The provisions of the first, third, and fourth Bubdivisions 
of this section shall be decmod fully incorporated into any such 
contract if there bo written or printed thereon, or on the docu- 
ment or memomnduin evidencing the same, at or prior to the 
timo the same is enten^ into, the words "Subject to United 
States cotton futures Act, section ten." 

This Act sliall not bo construed to impose a tax on any sale 
of spot cotton. 

This section shall not be construed to apply to any contract 
of sale made in compliance with section five of this Act. 

Sec. 11. That upon each order transmitted, or directed or 
authorized to be trnnsmitted, by any person within the United 
States for the makinji of any contract of sale of cotton grown 
in the United States for future delivery in coses in which the 
contract of sale is or is to be made at, on, or in any exchange, 
board of trade, or similar institution or place of busineaa in 
any foreign country, there is hereby levied an excise tax at 
the rate of 2 cents for each pound of the cotton so ordered to 
be bought or sold under such contract : Provided, That no 
tax ahall be levied under this Act on any such order if the 
contract made in pursuance thereof comply either with the con- 
ditions specified in the first, second, third, fourth, fifth, and 
sixth subdivisions of section five, or with all the conditions 
specified in section ten of this Act, except that the quantity of 
the cotton involved in the contract may be expressed therein in 
terms of kilograms instead of pounds. 

Sbc. 12. That the tax imposed by section three of this Act 
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shall be paid by the seller of the cotton involved in the contract of 
sale, by means of stamps which shall be affixed to such contracts, 
or to the memoranda evidencing the same, and canceled in com- 
pliance vith rules and regulations vhich shall be prescribed 
by the Secretary of the Treasury. The tax imposed by section 
eleven of this Act shall be paid by the sender of the order and 
collected in accordance with rules and r^ulations which shall 
be prescribed by the Secretary of the Treasury. 

Sbc. 13. That no contract of sale of cotton for future de- 
livery mentioned in section three of this Act which does not 
conform to the requirements of section four hereof and has not 
the necessary stamps affixed thereto as required by section 
twelve hereof shall be enforceable in any court of the ITnited 
States by, or on behalf of, any party to such contract or his 
privies. That no contract of sale of cotton for future delivery, 
made in pursuance of any order mentioned in section eleven of 
this Act, shall be enforceable in any court of the United States 
by or on behalf of any party to such contract or his privies un- 
less it conforms to the requirements of section four hereof and 
the tax imposed by section eleven upon the order for such con- 
tract shall have been paid in compliance with section twelve of 
this Act. 

Sec. 14. That the Secretai; of the Treasury is authorized 
to make and promulgate such rules and r^ulations as he may 
deem necessary to collect the tax imposed by this Act and 
otherwise to enforce its provisions. Further to effect this pur- 
pose, he shall require all persons coming within its provisions 
to keep such records and statements of account as will fully 
and correctly disclose all transactions mentioned in sections 
three and eleven of this Act; and he may appoint agents to 
conduct the inspection necessary to collect said tax and other- 
wise to enforce this Act and all rules and regulations made 
by him in pursuance hereof, and may fix the compensation of 
such agents. 

Sec. 15. That any person liable to the payment of any tax 
imposed by this Act who fails to pay, or evades or attempts to 
evade the payment of such tax, and any person who otherwise 
violates any provision of this Act, or any rule or regulation 
made in pursuance hereof, shall be deemed guilty of a misde- 
meanor, and, upon conviction thereof, shall be fined not less 
than tlOO nor more than $20,000, in the discretion of the court; 
and, in case of natural persona, may, in addition, be punished 
by imprisonment for not less than sixty days nor more than 
three years, in the discretion of the court. 
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Sbo. 16. That in addition to the foregoing punishinent 
there ia hereby imposed, on account of each violation of this 
Act, a penalty of $2,000, to be recovered in an action founded 
on this Act in the name of the United States as plaintiff, and 
when so recovered one-half of eaid amount shall be paid over 
to the person giving the information upon which such recovery 
was based. It shall be the duty of United States attorneys, to 
whom satisfactory evidence of violations of thia Act is fur- 
nished, to institute and prosecute actions for the recovery of 
the penalties prescribed by this section. 

Sec. 17. That no person whose evidence is deemed moterial 
by the office prosecuting on behalf of the United States in any 
case brought under any provision of this Act shall withhold 
his testimony because of complicity by him in any violation 
of thia Act or of any regulation made pursuant to this Act, 
but any auch person called by such officer who testifies in 
such case ahall be exempt from prosecution for any offense to 
which his testimony relates. 

Seo. 18. That the payment of any tax levied by this Act 
shall not exempt any person from any penalty or punishment 
now or hereafter provided by the laws of any State for enterinir 
into contracts of sale of cotton for future delivery, nor shall 
the payment of any tax imposed by this Act be held to prohibit 
- any State or municipality from imposing a tax on the same 
transaction. 

Sec. 19. That there is hereby appropriated, out of any 
moneys in the Treasury not otherwise appropriated, for the 
fiscal year ending June thirtieth, nineteen hundred and fifteen, 
the aum of $50,000 or so much thereof as may be necessary 
to enable the Secretary of the Treaaury to carry out the pro- 
visions of this Act. 

Sec. 20. That there is hereby appropriated, out of any 
moneys in the Treasury not otherwise appropriated, available 
until expended, the sura of $150,000 or so much thereof as may 
be necessary to enable the Secretary of ARriculture to make 
such investigations, to collect such data, and to use such meth- 
ods and means as he may deem necessary to determine and 
designate what are bona fide spot markets within the meaning 
of thia Act, to prescribe rules and reprnlations pursuant to sec- 
tions five, six, and eight hereof, to establish and promiilgate 
standards for eotton and to furnish practical forms thereof as 
authorized by section nine hereof, to publish the results of hia 
investigations, to pay rent and to employ such persons as he 
may deem necessary, in the city of Washington and elsewhere. 
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The Secretary of Agriculture is hereby directed to publish from 
time to time the results of invest igations made in pursuance of 
this Act. All sums collected by the Secretary of Agricul- 
ture as costs under section five, or for furnishing practical 
forms under section nine of this Act, shall be deposited and 
covered into the Treasury as miscellaneous receipts. 

Sec. 21. That sections nine, nineteen, and twenty of this 
Act and all provisions of this Act authorizing rules and regu- 
lations to be prescribed ahall be effective immediately. All 
other sections of this Act shall become and he effective on and 
after six months from the date of the passage of this Act: 
Provided, That nothing in this Act shall be construed to apply 
to any contract of sale of any cotton for future deliveiy men- 
tioned in section three of this Act which shall have been made 
prior to the date when section three becomes effective. 

Approved, August 18, 1914. 
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